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00 
In my talk with Minister Finance Surur (MYTEL 375 February 6) A 
he asked 1f USG could assist SAG in buying necessary silver > 
and pea 50 million silver riyals identical to those now . 

in circulation except for change in King's name. (Note: ARAMCO_, 
tells me new dies already cut). i of 
Surur explained.that country's expanding economy necessitated \ Ps 
increasing circulation; to date pilgrim receipts in face value , 

200 million riyals (in effect paper currency) had been printed Oo 
of which some 160 million in circulation; more than remaining Oo 
40 million would be needed for issuance next pilgrimage sea- on 
son. 


He was, therefore, oe oe printing additional 50 million — 
che fe in ie receipts and establishing, as cover for re- 
sulting 250 million, gold 40 percent, US dollars 40 percent 
and this newly minted silver 20 percent except as part of it 
bak pa ie issued in replacement silver riyals already in cir- 
culation. red 


I replied that I believed USG would be glad be of assistance = 
this matter and would telegraph Department to inquire whether _ > 
in principle it could do so; if answer was affirmative we could 
then, if definitive decision taken by SAG, request cost quot 
tions for purchase silver and minting. > 









Comment : S. 
ou. 

1) ARAMCO Vice President Brougham tells me he concurs in ® 
desirabil Lo He is however puzzlegr, = 
‘ai to wha’ s loan, Surur has in mind. os) 
ead several mintings » were arranged with Mexico We) 
through Saudi Ambass ynents being made in | 
dollars. eer would in°1955 recei ira 

rom AR : ARAMCO discussed mint- & 
ne and has received answer 


hat th pricé basis competitive with last 
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elim tip 
In my talk with Minister Finangel ur (MYTEL 373 February 6). 
he asked if USG could assist. SA¢ pouying necessary silver 
and oe 50 million silver m migentical to those now ; 
in circulation except for change™ jWe's name. (Note: ARAMC 
tells me new dies already cut). ™ ‘ 
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cp? 


Surur explained that country's expandif 
increasing circulation; to date pilgrim’) 
200 million riyals (in effect paper curref Wy 
of which some 160 million in circulation; wg ig 

40 million would be needed for issuance next} rmgoeec sea- \ 
son. bi on 


He was, therefore, considering printing additional 50 million \R 
riyals in pilgrim receipts and establishing, as cover for re- AK 
sulting 250 million, gold 40 percent, US dollars 40 percent ." 
and this newly minted silver 20 percent except as part of it 

would be issued in replacement silver riyals already in cir- 
culation. 


I replied that I believed USG would be glad be of assistance 
this matter and would telegraph Department to inquire whether 
in ee tie it could do so; if answer was affirmative we could 
then, if definitive: decision taken by SAG, request cost quota- 
tions for purchase silver and minting. 


J 


Comment: 


1) Lite Vice President Brougham tells me he concurs in Eh 
esirability additional riyal minting. He is however puzzled Qu 
as to what USG assistance, unless loan, Surur has in wind. @ 
Last several mintings, he Saye, were arranged with Mexico rm 
through Saudi Ambassador Washington, payments being made in USE 
dollars. Foreseeing, however, that SAG would in 1955 receive i= 
from ARAMCO larger amounts of sterling, ARAMCO discussed mint- 
ing possibilities with British Treasury and has receilved answe 
that this can be done on price basis competitive with last — 
Mextcan minting. . 
si i... s2. Director  jpespasucneiis 
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2. Director SAG monetary agency Standish tells me new 
acquisitions of Saudi rilyals may be considered normal step, 
perhaps overdue. He favors promulgation new currency law 
to create legal tender situation based on metal here and 
foreign currency balances, but believes current coinage new 
silver riyals wisest precaution. 


4. Surur tells me draft of new currency law has been sub- 
mitted through King to Council of Ministers but he does not 
expect early action thereon. This is one of questions he 
proposes discuss here with IBRD Director Shoaib this month. 
Has Department any comment on draft given Dorsey NEA last_ 
November? 
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NO: 414, February 26, 9 a.m. 
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OCcL Re DEPTEL 366, February 15. 


Ministry of Finance expresses appreciation arid asks that 
US Treasury quotations including all. charges, i.e. purchase 
of silver, minting and other charges" be sent him. 


I learn from Governor Standish of Saudi Monetary Agency 
that firm order for large part if not all of presently 

projected minting 50 million riyals has been placed in 

Mexico whence delivery before next pilgrimage season 


gg9gz-z/el*vose 
Of petingey eg WSTH yuemnoog sTUL 


is assuréd. 


As, however, there is some reason believe further printing 
pilgrim receipts is envisaged with silver rials as cover, 
Embassy suggests requested quotations be sent it for 
cammunication Ministry of Finance. 
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NO. : A-63 March 15, 1955 


SUBJECT: Comments on Draft Currency Decree for Saudi Arabia 


3 
To: The American Embassy JIDDA g Co 7 


The Department{ the Treasury and staff members of the Federal 
Reserve Board have studied the draft currency decree for Saudi Arabia. 
The conclusion reached is that the draft appears to be soundly con- : 
ceived and that its adoption would benefit the Saudi Arabian economys. 
Certain points of detail in the draft were considered to warrant com 
ment, however. The following comments were accordingly prepared, ¢ 
These may be transmitted to the Minister of Finance, who it is aaa 
stood would be interested in the results of the U.S. review, 

Mr. Blowers has seen the comments and agrees with them in = Oe 


1, Article 2, line 2—delete "from time to time." 
; after "Council of Ministers" insert, "and 
changed by the Council of Ministers when necessary..." 


Pei veees 


The phrase "from time to time" is removed because it appears to 
suggest the need for not infrequent consideration of the rates, and for 
a change in rates each time that such consideration occurs. 


> . 2, Article 4(a)—add to the present Article 4(a) the following: _ 


Ol 
"The rates for foreign currencies declared by the Monetary Agency] » 
shall be based on the par value of the Saudi established in Article 1gy 
and uniform cross rates shall in general be maintained." , 


Article 5(a), line 6—change "currency" to “eurrencies". 
, > 
Pr ' : ; “a 
- 4. le e 10 ial 


ve % 
\ DV The provision for holding the reserve against Sax abian notes 
ew and coins in the form, among others, of prime securithes convertible 
into designated foreign exchange would mean that seciiities of the 
ri Saudian Arabian Government itself, if convertible into such exchange, 
would constitute a reserve asset. It is to be doubted that this was 3G 
intended or would be advisable. "Prime securities" should in any case O00 
be more clearly defined and pong specifically limited to issues 
| of foreign <) 
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of foreign governments. The word "convertible" in line 10 should be changed 
to "payable," 


By Article 5(a), last_sentence 


This sentence seems to render redundant Article 10(c), inasmuch as the 
definition of "other coins" includes coins which have been removed from circu- 
lation and demonitized. 


+ 


6. Article 6, sentence 2--amend to read: "At the option of the holder, 
redemption shall be in convertible foreign currency based on the par value speci- 
fied in Article iy or in other foreign currencies at such rates and in such form 
as provided for in. Article 4(a)." 


Provision for redemption in convertible currency should assist in achieving 
acceptability for the new paper currency; also, it should operate to encourage 


the maintenance of high-quality reserves. 


7. Article 9 


Whenever the phrase, "in its opinion," or similar language is used in the 
draft, it should be deleted and replaced by "is determined" or like phraseology. 
Action on ae implies a less factual basis than action based on "de- 
termination." 


8. Article 9(c), line 4——delete "believes to be" and replace with "deter- 
mines to be." 


9. Aréicle 10 7 

The passage in the Commentary relating to this Article might well be re- 
worded in order to avoid the impression that demonetization of various coins or 
notes is desirable simply as a.means of freeing capital and possibly adding to 
the profits of the issuing authority. Presumably, demonetization would not be 
earried out except for substantial reasons of: public policy, not in order to free 
reserves, 


10. Article J 


/ 

It would seem more consistent with the principles of justice to consider the 
criminal act under this Article as the actual giving of less than the equivalent 
value in coins exchanged for currency notes, rather than simply the offering to 
give lesser value, In practice probably no evidence would exist of ano. 








ffer; 
only an actual transaction involving improper exchange, would be likely to produce 
tangible evidence of criminal action, 


ll. Article 16° 
_ 
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— 
ll. Article 16 


The title of the Article would be more descriptive if it were expanded to 
read, "Seizure of Counterfeit and Mutikated Currency." Also, it would seem 
advisable for this Article 16 to be preceded immediately by not only the Article 
on Mutilation, 15, but by that on Counterfeiting, 13. Article 1, would therefore 
have to be placed elsewhere, A logical placement would be after the present 16, 
with the numbering of that Article and of the present 15 being moved up to a new 
15 and 1)- respectively. 


126 Articles 19 and 20 


The meaning of Articles 19 and 20, as derived from their text and the 
Commentary notes, appears to be that if the exchange value of the Saudi Arabian 
currency is threatened and appears to require some stabilization, the Monetary 
Agency would be empowered to obtain aid for this purpose from foreign governments 
or international organizations (Article 19), orto go elsewhere for aid or. take 
any other measures necessary to bring the situation under control (Article 20). 


If this is in fact the basic meaning, it would seem useful to set it forth 
in a single Article, possibly broken down into three sections, one section giving 
the purpose of the Article perhaps along the lines indicated above, a second 
section to cover the type of measures envisaged in Article 19 and/third to cover 
those envisaged in Article 20. 


13. Article 20, lines 8-9—delete "upon giving prior public notice that its 


‘holdings aforesaid have in its opinion become unduly depleted." 


This is suggested because a public announcement by the Monetary Agency of a 
depletion in resources might be misinterpreted and give needless rise to specu- 
lative activities that would only aggravate whatever problems the Agency was 
facing, 


14. Article 20, line 11--following "or otherwise and" place a comma, and 
insert, "after consultation with and authorization, by the Council of Ministers, 
" 
The purpose here is to assure that the Monetary Agency does not take action 
in fields that might. involve conflicts with other arms of the Saudi Arabian 
Government without proper clearance and authorization. 
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One of the Consulate's recent callers asserted during conversation that 
he had been informed by an official of the Kuwait National Bank that Kuwait 
had within the last two months promulgated a regulation forbidding the export 
of Saudi riyals. The Consulate has endeavored without success to obtain 
confirmation.that such a regulation exists. <A high official of the State 
Secretariat has informed the Consulate that, as far as he knows, no such 
regulation has recently been promulgated. This official went on to remark 
that, if there were such a regulation, it was systematically being ignored. 
He stated that, in the past six weeks, approximately fifty tons of Saudi riyals 
have been shipped by plane to Beirut for on forwarding to the United States 
and conversion into silver bullion. Of this fifty tons, the Consulate's 
informant added, over fifteen tons were shipped out on Middle East Airlines, 
for which Lebanese firm the source acts as local agent. 


et 


-yoee: 


SSOLOL/EL 


COMMENT: In the past, increases.in the New York silver price have often 
been reflected in the flight of Saudi riyals from Saudi Arabia 
to neighboring areas, such as Kuwait, from which the riyals are shipped to the 
United States for sale on the basis of their silver content. While it would 
undeniably be useful to the Saudi Government if the Kuwait authorities should 
take steps to halt this traffic, the Consulate has so far seen no indication 
that Kuwait seriously intends to interfere with this lucrative commerce. 
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Although the exportation from Saudi Arabia of Saudi riyals is t 
illegal without governmental permission, two factors are currently N) 
acting in consert to make the smuggling of this silver coin from the wa 
country exceedingly attractive. Ol 
Ol 
The first is the world price of silver. In recent months the 


& price of this metal has attained a level which has increased the value 
of the silver content of the well beyond the 510% figure above 


the offielally stabilized rate (3.75 riyals per $1.00) at which smggling 
is considered profitable eo 


The second factor is the Poe 7 shortage of dollars which has pre- 


vailed in the coumtry. since, acoording to a consensus of local bankers, 
the month of. Septeaber. 


This sk to have continued throngh October, but 
the month of apparently made no dollars 
available to :J ank ag vy een is said to have been 
the period wh S the pinch was most felt. 
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As a consequence, dollars have appreciated in terms of riyals to 
the highest level since the opening of 'the Monetary Agency in 1952. 
The National Commercial Bank —-~ A Saudi-owned institution much 
favored by SAG and reportedly able to obtain supplies of foreign 
currencies at special rates directly from the Government without 
going through the Monetary Agency as do other banks —-~ is selling 
dollars for as high as 3 riyals 20 girsh each compared to the supposedly 
stabilized rate of 3-173. Other banks are importing dollars, A similar 
situation is reported to obtain on the Persian Gulf side of the Kingdom. * 


With the price of riyals down and the price of silver up, the 
percentage of profit to be gained in the riyal traffic, exclusive of 
the cost of transportation, bribes, etc,, is doubthessly quite "interesting" 
to certain segments of society. Calculations made by the Embassy (and 
subject to correction) in which 914 cents per ounce is used as the price 
of silver indicate the silver content of the riyal - 180 grains 11/12 
fine - is worth 31.4h¢. This is approximately 17.9% greater than the 
riyal's stabilised rate of 26,.66¢. But with dollars currently selling 
at 3 riyals 20 qirsh each, the market value of the riyal drops to 
25057¢- The value of the silver in each riyal is, therefore, presently 
worth 5.87¢ more than the coin's market price in Saudi Arabia - a 
difference, equivalent to a smiggler's gross profit, of 22.9%. In these 
circumstances, reports of riyal smuggling such as described in the 
despatch under reference are probably well founded, 


The seriousness of the situation has prompted Mr, R, D. Standish, 
Governor of the Monetary Agency, to reccamaend to the Minister of Finance 
that SAG adjust the riyal<dollar exchange rate to reflect the rise in 
the wrld price of silver and also to release the supply of dollars 
necessary to meet the demand at the new rate, Mr, Standish states SAG, 
has sufficient dollars te de this, having received $8 million in retro~ | 
active payments made by Aramce on October 27. As yet, however, SAG has | 
not seen fit to follow this advice. 


For the Ambassador 





# 22 qirsh equal 1 riyal 


Dept: Please pouch copy to Dhahran 
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me 





‘believing that there is no practical way to stop either the smuggling of. silver 


eal 4 


Mr. E. G. Voss 
New York 


Refer AY-311 

For further information, attached is copy of letter which Paul 
Milhomme wrote to Garry Owen early in March. (Transmittal was inadvertently 
delayed. ) ; SS 


> 
-s 


On March 24 Milhomme stopped off in Dhahran en route to Beirut. 
Some of his further comments and opinions may be of interest. 


Milhomme had departed Jiddah on March 19 and had spent the inter- 


vening time in Riyadh. Like others, he was amazed at the extent of the Riyadh s 
new construction, which is much more than just a "palace project."" An entire . E i 
new array of ministry buildings is being established, together with extensive ‘ 
military and hospital training installations. The palace project is still thé | "sci 
dominating feature; it includes many sub-palaces, or villas, as wellas the ON 


central palace. (Mr. R. S. Hatch recently learned that an estimated 600, 000 : : Me 
more tons of freight have to be broyght in to Eastern Arabia and transported by 

rail to Riyadh for the current construction, This volume, by anes, is equiva- 8. FOr t 
lent to roughly 15 months of the Dammam port/railroad total handling capacity. eae 


For some time a been relaying several reports about & 
the smuggling of riyals from Saudi Arabia, but now comes word tKat the 
melting -down of silver riyals into bullion is being undertaken in Riyadh itself. 
Milhomme was not aware of any restrictions on exporting silver in bullion form 
from Arabia; however, even if there are such, bullion smuggling is considerably 
easier than coin, 


Milhomme is convinced that the Finance Minister is realistic in 


or the flight of capital. Milhomme ees: feels that the Government, des -3 








cornmercial demand from causing sharp "black market" depreciation, ; 5: 


If exchange control cannot really be effective as regards smuggling 
or qapital flight, and assuming that SAG remains opposed to revaluing the 
| ' 


Mr. E. G. Voss =~ 2 = March 26, 1956. 


riyal upward (to isolate it from world silver values), the Saudi monetary 
problem seems to reduce to about two alternatives, both of which mean a new 
form of currency sooner or later. The "let nature take its course" alternative 
is for the Government to continue to furnish silver riyals on demand against 
receipts, which is Standish's present intent (AY-311). This will probably 

lead to complete disappearance of the coin, leaving SAG with a,paper currency 
that is inconvertible in terms of silver riyals. The second alternative is for 
the Government to recognize that the foregoing is likely to happen anyway; and 
hence to decide to close the doors on SAGs present holdings of silver coin 
(Milhomme places these at SR 80 million) and to establish a new currency now. 
Whether that new currency would be paper and/or a reduced content metal coin 
is problematical; however, the Government seems):now to recognize the effective - 
ness of the paper medium. 


One of the critical problems, Paul now feels, is the actual shortage 
of Saudi curgency in circulation. His guess is that the total is not abeve SR 400 
million, including SR 260 million of pilgrim receipts. In contrast, he thinks 
that the country at present ought to have an active circulating supply on the order 


of SR 500 million to 600 million. However, this is a highl¥ nebulous problem and 


hardly subject to accurate analysis. Probably some net new isuue of paper currency 
is indicated, but the amount and timing are uncertain, At any rate, the most 
pronounced strain on available supplies of Saudi currency is likely to be felt, once 
again, during. the pilgrimage season. 


Milhomme feels that SAG, while making net new‘issues of currency, 
should also try to feed adequaté supplies of foreign exchange to the market for 
regular commercial needs, To the extent that SAG fails to do this, Milhomme 
suspects thre may be some heavy "black market" exchange depreciation for 
at least a short period of time. However, he expects this to correct itself 
after adequate net new issues are undertaken. 


Milhomme now understands that SAMA reserves against the outstand- 
ing SR 260 million of paper receipts are as foliows: 


SR 80,000, 000 riyal coin now held by SAMA; 
SR 60,000, 000 equivalent value of roughly 2 million gold Saudi 
sovereigns which Surur indicated were being 
valued @ SR 32 per sovereign; 
SR 120, 000, 000 various foreign exchange deposits. 


With regard to. these reserves, particularly the foreign exchange 
deposits, Milhomme shares the general feeling that such reserves are subject 
to special calls as the need may arise, He-feels strongly that the Government 
would do well to take deliberate steps to separate such reserves from the other. 
current operations of the Monetary Agency. For example, it might be well to 
have an '{Issue Department" as distinct from.a "Banking Department" in SAMA. 


One dr two further items connected with AY-311: 


Mr. E. G. Voss = 3 = March 26, 1956. 


1. During his discussions with us on March 17 and 18, Standish 
indicated that there may be an increase of the 5% exchange margin to possibly 
8% or 10%. This refers to the foreign exchange which SAMA supplies over 
and above the amounts which are supposed to satisfy the banks' commercial 
credit needs. Whether this margin is raised depends somewhat upon the 
question whether SAMA tries to harness the pilgrims' foreign currencies that 
will be offered locally during the coming season. | 


2. Standish informed us that the Agency had actually supplied $107 
million worth of foreign exchange to the banks during the past six months 
versus only $86 million in the preceding six months. (Both of these totals 
seem very large in relation to the widespread complaints of exchange shortage 
on the part of the banks, especially in Eastern Arabia. ) 


R, S. HAWKEY 


/s/ R. S. Hawkey 
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PAUL ANTHONE MILHOMME 
Post Box 1598 
Beirut, Lebanon 


March 7, 1956. 
My dear Garry: 


When I was in Jiddah last month you showed me a report from your 
Dhahran office estimating at one million riyals per month the amount smuggled 
out of the country. I told you that this figure was very far from reality. 

Seep nA S OAC NE ORRIN 

You can confirm to your Dhahran people that during January 85 tons 
of silver passed through Beirut--in transit--from Kuwait, that is to say 
roughly 7 milliom-riyals. In February, 86 tons, again 7 million riyals. I 
feel sure to be conservative in estimating at least 30 million riyals the total 
smuggled gduring the last six months. The Finance Minister I saw before leaving 
Jiddah is well aware of this fact. 


The recent drop of silver in New York has reduced the smuggling 
in the last days. 


Arabia is now facing a monetary problem of an extreme seriousness, 
If they go on issuing pilgrim receipts, what about the cover? Of course, they 
will pretend they have dollar balances, but how to be sure they will be left ' 
untouched. I think the only way out would be the withdrawal of receipts and the 
issue of real bank notes with a gold cover. 


The present shortage of means of payment creates a very difficult 
problem for banks and individuals. If they don't tackle the problem quickly, I 
fear an awful mess. : 


The new exchange regulations are too drastic to be left as they are. 
You know that a large amount of foreign currencies was sold on the free market. 
To prevent these sales will have the result of shooting up the black market; 
which is exactly the opposite of what the Government wants. 


On the other hand, if the SAMA restricts the sales of banks to the 
settlement of imports, they will not get more than 50% of their monthly needs 
for local payments: salaries and so on. . 


To impose an exchange control in Saudi Arabia is pure nonsense. 
The only thing to do is to compel the banks to sell to merchants at fixed rates. 
This was Blowers" policy and you know how successful it has been. ‘Any other 
step will*have the result of bringing disorder, corruption, faked imports, 
accelerate the flight of capital out of the country and raise the black market 
rates. 


I feel sure you share the same views and you would help everybody 


in trying to convince the local authorities they are going the wrong way. ' 


I might drop in Jiddah sometime next week and am looking forward 
to seeing you. 

I hope Frances and the children are all well. Please give my love 
to Frances. 


Avec mes meilleures amities, 
(original signed PAM) 


P. Anthoine -Milhomme 


ARABIAN AMERICAN OlL com 


WASHINGTON. 5, D. £. 
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Mr. David Newsome 
Room 3211 


New State 20 Building 
Washington 25, D. © 
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BEGIN UNCLASSIFIED 
The has been advised by the Foreign Office in a note dated ee | o 
27, 1956, that henosferth the import of Saudi currency into Saudi Axehia, a 
whether it be 5 . ‘eigns, silver riyals or pilgrim receipts, is Mo 
forbidden, ition, accerding to the © Biles also extends to Egyptian 
be ed with the exseption of twenty pounds, in one- notes, for each 


‘The Fore} Office warns that such currencies found on persons 
pi a Saudi Arabia will. be confiscated. A copy of this note is attached 
as enclosure number ke 


In a later note dated July 2, 1956, the Foreign Office exp 
the authorization for the entry of twenty Egyptian pounds is ai 
Egyptian pilgrims, A copy of this note is attached as enclosu 











END UNCIASSIFIED 
BEGIN OFFICIAL USE ONLY 
Comment: 
This regulation, according to Mr. Standish, Governor of 


Monetary Agency, is Sontmed to strengthen and round out exist 


lecal currency. As the Department is awa u 
with the problem of maintaining in Ps lation 


9gee-L/Eel°v9 









t is 
Riscting silver riyals 


(New issues 


Page... —_ of 








Fro: 





| this latter decree is attached as enclosure number 3. With the exception | 
of the silver riyal, Mr, Standish states there is no immediate problen 
with respect to the exodus of Saudi currency as such from the country. As 
the value of the paper riyal here would normally be higher than in most 
other countries, there would a to be little reason for exporting 

such currency unless one were endeavoring to buy foreign currency to 
deposit abroad. Accordingly, Mr. Standish maintains that the regulation 
under discussion is but a step in the development of Saudi exchange control 
and is not a reflection of any worsening iri the local currency situation, 
which he claims is mich the same, 


The inclusion of Egyptian pounds in the prohibition represents Saudi 
cooperation in assisting Egypt to protect the latter's currency. 
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Note frém Foreign Office dated June 27, 1956e 
Note from Foreign Office dated July 7, 1956. 
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Noe 471/1/11/16713 
Kingdom of Saudi Arabia “Date: 18—11-1375 
Ministry of Foreign Affairs June 27, 1956 


The Saudi Arabian Ministry of Foreign Affairs presents its 
compliments to the American Embassy, Jidda, and has the honor to 
inform the Embassy that it has been decided to forbid the entry into 
Saudi:-Arabia of Saudi Arabian currency, whether it be Saudi gold 
sovereigns, silver riyals or pilgrims receipts, 

If any of these currencies are found on any passenger they 
will be confiscated. 

It has also been decided to prohibit the entry of Egyptian pounds, 
with the exception of twenty Egyptian pounds, in one pound notes, per 
persone 

The Ministry avails itself of this —e and expresses 


its abundant greetings. 


American Embassy, 


Jidda. 


Translator: 


Mohamed Massoud 
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From didda 
#4,6/1/11/17029 
Kingdom of Saudi Arabia 23/11/1375 


Ministry of Foreign Affairs July 2, 1956 


The Saudi Arabian Ministry of Foreign Affairs presents its compli- 
ments to the American Embassy and refers to this Ministry's circular 
Noe 7/1/11/16713 of 18/11/1375 concerning the ban on Saudi and Egyptian 
currencies. 

The Ministry informs the Embassy that the authorization for clearing 
into the Kingdom twenty Egyptian pounds, in one pound notes, is confined | 
to Egyptian pilgrims only. 

The Ministry takes advantage of this opportunity to express its 


high respecte 


American Embassy 
Jidda. 


Translator: 


Mohamed Massoud 
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Al-Bilad al-Saudiyah Nos 2152 — Ge LP ays 
Friday, May 18, 1956 : 


The Ministry of Finance announces that the authorities have noticed 
that lots of Saudi silver riyals are being exported outside the Kingdom 
for purposes that are harmful to.the interest of the Kingdom. With regard 
to this fact the Ministry announces that the exportation of any quantity 


whatsoever of these riyals is absolutely forbidden. It also announces 


that taking any amount exceeding 5000 of these riyals from ae place to 


another within the Kingdom is also forbidden unless a license is obtained 


from the Monetary Agency or one of its branches, or from the Directors 


of Finance in certain districts. (Editor's note: apparently where the 


Monetary Agency does not have.a braneHi)e In the same way, a certificate 
yy 

will be obtained of the arrival of the riyais in a place. Those who 

violate this regulation will be subject to-penalties, the least of which 


is the confiscation of the money involved. 


Translator: 


Ali Otaibi 
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During discussions in the Department, Anibais Ssador Wadsworth raised + cy 
e question of whether the Treasury Department would provide silver and: cs 
nt 50 million riyals for sale to the Saudi Arabian Government. = 
Mbassador Wadsworth said that it would be lpful to him if at a suitable 
Miecettime: he could inform the Saudi Arabian Government that the Treasury 

i |Department would be willing to provide this service. Ambassador 
adsworth stated that Saudi Arabia was in need of silver riyals, 
and that he believed the usual supplier, the Mexican Government, 
could not at present previde the riyals, 


Ww 
The Treasury Department reports that it is prohibited by law . 
from supplying the necessary silver (about 17 million ounces) from > 
its silver reserves, This would apply to other countries as well as ‘ 
to Saudi Arabia. However, the Treasury would be willing to consider = 
minting the riyals at cost if the silver were supplied by the Saudi at 
Arabian Government, . is 
The Saudi Arabian Government might not be interested in using 
he facilities. of the United States Minton such terms. Mexice is sont 
the largest supplier of silver in the United States market, Any A 
silver purchased in the United States by Saudi Arabia probably would 0] 
e from Mexico, particularly under present market conditions, The ~! 


Saudi Arabian Government might, in thésecircumstances, find it more « 
convenient te purchase its silver in Mexice (even if the silver could 
mot be obtained directly from the. Mexican Government) and have it 
nted there, At one time Saudi Arabia obtained its coins in the 
nited States,until a market situation similar to the one that exists 
oday caused it to go to Mexice. For the past several years the 
Saudi Arabian Government has ebtained silver riyals from the Mexican 
: overnment on rather favorable terms compared to the terms in the 
| nt : lUmited States. It is understood that these terms have been that the 
E: exican Government has supplied the silver frem its own reserve stocks, 
€ 





hich it is legally permitted to do, at the market price but has not wy 

narged any fee for minting the riyals. While the Mexican Government & 
x 
\y 
\ 
as 





s reportedly unwilling at present to supply the Saudi Arabian Government <* 
\ with silver 
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with silver from its reserve stocks, the Mexican Government presumably 
would still be willing to mint the riyals — perhaps for a fee, 


For the Babassy's general background, keeping the present Saudi 
Arabian silver riyal coins in circulation is reported difficult because 
of their underwaluxtion relative to their silver content. There are 
approximately 0.34375 ounces of silver in a silver riyal coin. At the 
present New York market price of 91 3/8ths cents per ounce .999 fine, the 
Silver content of the riyal equals $0.31528 in value, On the basis of the 
exchange value of the riyal, this results in the silver content being worth 
considerably more than the face value, and in a demand for the coins for 
melting down te obtain the proceeds of the value of the silver content. 


' Bearing out this point, Handy and Harman's Annual Review for 1956, page 10, 


ma 


indicates that 2,500,000 ounces of silver in the form of Saudi Arabien 
coins were imported into the United States, Alse, on page 10 of the 

Samuel Montagu and Company, Ltd., Annual Bullion Review for 1956, reference 
is.made to 3 1/4 million ounces of melted Saudi Arabian silver coins being 
imported into Fngland. As of possible interest, a copy of an article 


on this subject appearing in the Ney York Times on February 19, 1956 is 
attached. 
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1. Copy of article from Ney York Times - A Story of Money Too 
Good te Last. | 
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THE DEPARTMENT OF STATE, WASHINGTON. _August 15, 1957) 
, Ween St: on, Item 6, DATE 
Embagsy Despatch No. 28,/August 15, entitled "Fortnightly Review of ¥ 


in Saudi Arabia, August 1-15, 1957." ; CERP 1957, Section D,-V-A~7. 
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Mr. Charles Astoin, manager of the Jidda branch of the ue d' Indochine, i 







recently informed the Embassy that the Saudi Government had ordered a total of i 
200 million riyals worth of ten riyal notes from Thomas De La-Rue, England. B 
Delivery was to have been made at the rate of 10.5 million per week. It is 
estimated that as of August 1) about 80 million riyals have been delivered to oo 
SAMA, It is understood that SAMA has been authorized to put 100 million riyals C0 
into circulation and to hold the balance. (See Embassy Despatch 272 May 22, 0) 
Economic Section, Item 3). > 
COMMENT: According to Embassy estimates, based on discussions with a 
bankers and Ministry of Finance officials, there are approximately 550 to Oj 
600 million pilgrim receipts and an estimated 1,0 million silver riyals now ~N 
in circulation. It is estimated that the pilgrim receipts in circulation 00 
are backed by 80 millionin gold sovereigns, 100 million in silver riyals, 1 
and approximately 185 million riyals in foreign currencies (See Embassy me 
Despatch Noe 28, August 15, «1957). ol 
There are attached two memoranda prepared for the Ambassador by the 2} 
Economic Officer on the subject of currency in circulation and estimated 
covere 
For the Tr 
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G, E. Rebert Meyer 
Acting Counselor of Embassy 
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: , From__ idda 
MEMORANDUM TO THE AMBASSADOR ] 
FROM: Ge. E. Re Meyer July 2h, 1957 


My estimate of the Saudi Riyals in circulation as of July 15, 1957, is 
as follows: ; 


Pilgrim 
Year Coin Receipts Total 
1957, July 15 1,0 550 ~690— 


Now this may appear unrealistic to you and requires some explanation. 


1) With respect to coins -- except for the recent minting of ten million 
two-guersh pieces and ten million ) guersh pieces, there has been no minting, 
so far as I can determine, of any Saudi coins since June 1956 (the date for 
the last estimate given on your table). There has been however, since June 
1956, some smuggling of silver riyals from the country and a small amount 
withdrawn from circulation by SAMA. The banks, upon request of SAMA, normally 
keep silver riyals as they come in to the banks. These are technically still 
in circulation since the bank could, if it wanted to, put them back anto the 
markete They don't do so only out ofdefference to SAMA. I don't know how 
many riyals fall in this bracket. 


2) Pilgrim Receipts 


According to my notes - SAG has printed a total of 665 million riyals, 
including 100 million recently (this month - and during August} received from 
Thomas Dela-Rue of London. Of SAG's first printing of 0 million one riyal 
notes, about 10 million were withdrawn and the balance either held by the 
banks or lost or destroyed. This leaves a balance of 625 million. As of 
January 1957, I estimated that there were 25 million receipts in circulation 
and 100 millionunissued held by SAMA. 


During the past several months especially prior to and during the Hadj, 
the shortage of pilgrim receipts became rather acute and it is rumored that 
SAMA gradually issued the 100 million it was holding. Also, I was informed 
by one of the foreign bankers that perhaps some of the new notes recently 
received from Thomas dela-Rue have also been put into circulation. If we 
estimate that only 25 million riyals worth of these last were put in circulation, 
we could then estimate that 550 million Pilgrim receipts are now in circulation. 
That means that SAMA now holds only 75 million in unissued notes. 


Said Matuk of SAMA never has any information or precious little when I 
see him 


All of the above is based upon talks with most of the bankers here in 
Jidda at one time or another, Ministry of Finance officials including SAMA, 
and ARAMCO officials. . ARAMCO might say that I am high but I'm convinced | 
that my figure is pretty close. . 
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~ MEMORANDUM TO THE AMBASSADOR Pu 
FROM: .G. E, R. Meyer , August 1, 1957 


It is exceedingly difficult to find a realistic picture on the "cover" 
given by SAG for its Pilgrim Receipts in.circulation. Even the bankers are 
more than vague on this subject. However, for what it's worth, I present 
the: following estimate: . 


Saudi Arabia had minted a total of 2,)00,000 gold sovereigns. 
It is reported that by the summer of 1956 a total of 2,000,000 gold 
sovereigns had been taken off the market by SAMA and are now held as 
reserve. The balance of 200,000 gold sovereigns have been absorbed 
by the market. 


Silver Riyals controlled by SAMA (i.e. eitherin SAMA's valut or 
held by banks for SAMA) are estimated to amount to approximately 
100,000,000. These do not include the silver riyals which the banks 
absorb from the market during normal business. These are technically 
still in circulation. . 


Foreign currencies held as cover are estimated to amount to 
$25,000,000 in US dollars and other currencies amounting to about 
$255 000, 000. ‘ 

This estimate may be summarized as follows: 


Gold Sovereigns 2,000,000 value 0 riyals each --- 80,000,000 


Silver Riyals ---~---—-<.n\0---—=-—senen este g een ene= -100, 000, 000 
U. S. Dollars 25,000,000 value 3.75 riyais ea.--- 93,750,000 
Other foreign currencies--------~-------------------- 93, 750, 000 


Est. Total Cover for Pilgrim Receipts in Circulation--367, 500,000. 
Est. Pilgrim Receipts in circe 550 million - cover equals 66.1% 


However, according to notes taken by Bill Stoltzfus during a meeting you 
had at the residence on June 10 with Mohammed Surur, there are (according to 
Surur) 00,000,000 Saudi Riyals (presumably Pilgrim Receipts) in circulation. 
He stated that 80 million are backed by silver and 120 million by gold. 


The other day I had the opportunity of chatting with Sayed Matook 
Hassanain, Deputy Governor of SAMA, who said that my figures on riyals in 
circulation were correct and in answer to my question said that the riyals 
in circulation are 100% "covered" by gold, silver and foreign currencies. 

I tend to doubt both of the above statements, although I really have nothing 
concrete on which to base either my doubts or with which to back my own 
estimates which are determined as a result of talks in the past with bank 
officials, SAG officials, and ARAMCO. 
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sania Revisions in Saudi Arabian Monetary Agency By-Laws. 


CaNYNLAY Yq Is 


: 
The Lmbassy transmits herewith a translation of Royal Decree No. 23 | 
of December 15, 1957 which revises the by-laws of the Saudi Arabian Monetary 


Agency (SAMA). 


This decree, designed to strengthen the SAMA, was drafted by Zaki Saad, 
one of the IMF technicians now advising the Government. The concensus in 
Government and business circles is that the Decree is potentially advantageous 
to the operation of the SAMA. The writer has discussed the subject Decree 
with the Governor of the SAMA, Mr. Ralph Standish. He expressed general 
approval of the Decree but qualified his approval of several articles in the 


Decree as follows: 


1) ARTICLE 2: 


Central banks throughout the world have a capitalization and Mr. 
Standish is of the opinion such funds are useful insofar as they permit 
flexibility in fiscal service, both to the Government and the commercial 
sectors. Further, at a time of serious financial difficulties for the 
Government, changes in the capital structure of the SAMA, in particular 
deletions of funds from the balance sheet, are not opportune. and can 
only result in further loss of confidence in Govermment fiscal policy. 
Actually, the Government gains nothing by reclaiming the estimated 
28 million riyal capital of the Agency as this amount has already ‘been 
committed to cover Government overdrafts. This, Mr. Standish pointed 
out,: was only one further example of the chaotic state of the Government 


finances. 


2) ARTICLE 53 * ss 
BEV 
Mr. Standish does not feel an Inééstiga: ot Bfreau sho 1 
established in the SAMA as it would only d cate and conflint 
the present research branch of the Ministry of Finance. Thigse ae 
entity could certainly be reorganized 0H airengthengyy to meét) the 
growing needs of the country. 


| P - 3) ARTICLE 6: | 
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| - ARTICLE 6: 


Point C of this Article, prohibiting the SAMA from making loans 
to the Government or private individuals, is the most important change 
in practice resulting from promulgation of this Decree. The alarming 
growth of the Government obligations to the Agency had to be arrested. 
by prohibiting SAMA loans to the Government, the efficiency of the Agency 
will be enhanced. 


4) ARTICLE 7: 


Establishment of a Board of Directors, including prominent business 
leaders, could lead to a stronger Agency. The powers of the Board are 
not clearly defined and lir. Standish hopes the first meetings of the 
Board will be devoted to discussion of scope of the authority granted by 
the Deoree. Strong initiative on the part of the Board is essential 
to the success of the Agency. 


5) ARTICLE 10: 


Mr. Standish applauds the granting of authority to the Board and 
the Governor of the Agency to determine employment, termination and 
salary policies. In the past, appointments have been made at the 
eaprice of the Minister of Finance and other officials in high places 
frequently without consideration of ability or merit. 


COMMENT : 


This is the first tangible action which has resulted from the "unofficial" 
Dit deliberations in Riyadh. As reported in the reference despatches, 
stabilization of the riyal and budgetary austerity are also under consideration 
in addition to structural administrative reforms. 


The present Decree certainly can do no harm and could, if properly 
implemented, lead to a more efficient Monetary Agency. JTuch depends on the 
spirit of those in high places to work for the success of the proposed 
changes and to desist from inordinated pressures on the Agency. The 
experience of the past three years, during which the authority of the Agency 
has been gradually eroded, makes Mr. Standish and other qualified ; observers 
of the financial scene restrained in their appraisal of this Decree, which 
would appear on the surface to be a step in the right direction. 


For the Ambassador: 
. . ° __ 
William D. Toomey 
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ROYAL DECREE 


Text of the Revised By-Laws of the 
aia Saudi Arabian Monetary Agency 
Noe 23 
dated 23 Jamad Al-Awal '77 (12/15/57) 


With the help of God Almighty, we, Saud ibn Abdulaziz al-Saud, King of 
Saudi Arabia, 


Upon seeing the Royal Decree Noe 30/)/1/1047 issued on 25 Rajab 1373 
and Royal Decree Noe 17/9/2/8762 issued on 28 Ramadan 137), the decision of 
the Council of Ministers Noe 103 issued on Jamad Al-Awal 1377 .and in view of 
what the Prime Minister and the Minister of Finance have submitted to us, 
we ordain the following: 


ARTICLE 1: 
The functions of the Saudi Arabian Monetary Agency are: 


a) To issue, to strengthen and to stabilize the Saudi currency internally 
and externally; 


b) To act as a State Bank to the Government; and 


c) To regulate commercial banks, exchange dealers and money changers. 


ARTICLE 2: 


The Agency shall not pay or receive any interest, but it may only charge 
fees for the services it is rendering to the public and the _Government for 
settlement of its expenses. These fees will be decided by a ruling issued by 
the Board_of Directors and approved by the Minister of Finance. The Agency ‘ 
should not have a capital and it should return all its capital to the Government. 


ARTICLE 3: 


Functions of the Saudi Arabian Monetary Agency concerning exchange operations 
and the control of commercial banks are as follows: 


a) To stabilize and maintain the external and internal value of the 
currency and to strengthen its cover; 


b) To hold and operate any monetary reserve furids as separate funds 
earmarked for monetary purposes only; 


c) To mint, to print and to issue. the Saudi currency and all relative . 
matters in accordance with the Saudi currency regulation Noe 2) dated 
23 Jamad Al-Awal 13773 
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| da) To regulate 
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| d) To regulate commercial banks, exchange dealers and money brokers 


as may be found appropriate, also to submit all reports requested 
by the Agency which will explain the previous returns. These 
statements which the Agency requires from banks are not to show the 
private accounts of the individual clisnts; and 


e) To require commercial banks to keep with the Saudi Arabian Monetary 
Agency a permanent balance a certain percntage of their deposits. 
This percentage will be fixed from time to time in accordance to 
the money in circulation by a decision from the Minister of Finance 
based on the recommendation from the Agency. Each bank has to 

_ execute precisely the instructions laid down by the Agency in this 
respecte 


ARTICLE )): 


The Agency will perform the duties of a State Bank. She will receive 
all revenues of the Government and will pay the expenses in accordance with 
the instructions laid down by the Government and communicated to her through 
the Minister of Finance. 

ARTICLE 5: 
The Agency shall establish a Research Department to collect and analyze 
_ data needed to aid the Government and the Agency in formulating and carrying 
out financial and economic policies. 
ARTICLE 6: 
The Agency shall not undertake any of the following functions: 


a) The Agency shall not charge any profits on its payments and shall 
not act in any manner which conflicts with the teachings of the 
Islamic lawg 

b) Receiving private deposits; 

c) Making advances to the Government or private parties; 


d) Engaging in trade or having an interest in any commercial, 
7 industrial or agricultural enterprise; and 


e) Buying or holding fixed property except what the Agency reasonably 
needs for its own operations. 


ARTICLE 7: 
The Agency shall be under the control of a Board of Directors which shall 
be generally responsible for its efficient administration and operation and 
__.shall have such powers as are necessary and appropriate to that end. The Board— 
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of Directors may make such rules and regulations as it may consider necessary 
and appropriate to the conduct of the work of the Agency in accordance with 
this charter. In the event that changes in this charter are found necessary, 
the Board of Directors which shall recommend them to the Government through 
the Minister of Finance. . 


ARTICLE 8: 


This Agency (The Saudi Arabian Monetary Agency) is established for an 
unlimited period, ie€e, it is a permanent Agency, entitled to perform the 
duties which are necessary and convenient to perform in accordance to its 
charter. It has full authority to make contract, hold fixed property, to 
do all things which it finds is necessary and convenient to facilitate its 
operations. 


ARTICLE 9: 


The Board of Directors of Saudi Arabian Monetary Agency shall consist 
of: 


a) President, who will be the Governor; 
b) Vice-Governor; and 


c) Three members who have sufficient knowledge in financial and commercial 
matters and are not Government employees. The Governor and members of 
the Board of Directors will be appointed by a Royal Decree for five 
years on the recommendation of the Minister of Finance and the 
approval of the Council of Ministers and will not be discharged from 
their duties except by a Royal Decree igsued in the same manner. 

The Board of Directors shall meet at the request of the President 

or one who acts in his behalf in his absence. The Board should meet 
at least once a monthe In case the Governor is absent the Vice- 
Governor will act as the President of the Board. The decision of 
the Board shall be taken by majority of votes which should be not 
less than three (quorum of three) and in case of equal division of 
votes the side comprising the President should outweigh the other. 


ARTICLE 10: 


The Governag will operate the Agency and represent it before the legal 
authorities. The Vice-Governor will be appointed by a Royal Decree on 
recommendations by the Minister of Financegand the approval of the Council 
of Ministers and will relieve the Governor”during his absence in all his 
functions and will be discharged in the same way. The salary of the Governor, 
Vice-Governor and the reward of the members ©f the Board of Directors will 
be fixed by the Council of Ministers upon the recommendations of the Minister 
of Finance. The appointment of the rest of the staff and servants as may be 
considered necessary, the suspension, removal, replacement and reinstatement 
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of the same as the circumstances may warrant,the determination of their 
salaries, wages or other renumeration and their terms of condition of service 

and their duties and responsibilities are by the Governor of the Agency. 
These will be according to the regulations laid down by the Board of Directors 
and taking into general consideration the base and regulations of the Saudi 
Arabian Government employees regulations for Saudis and foreigners which 
should not conflict with this ruling. 


ARTICLE 11: 


The Agency shall render to the Government through the Minister of Finance 
half monthly and yearly reports which will be published in the official 
gazette in accordance to Article 11 of the Royal Decree Noe 2) dated 23 Jamad 
Al-Awal 1377 concerning the charter of Saudi Arabian Monetary Agency. 


ARTICLE 12: 


Any Commercial Bank, exchange dealer or money broker who refuses to 
render the information required by the Agency will be liable to a fine not 
exceeding 10,000 Riyals in accordance to paragraph (d) of article (3) or 
refuses to deposit with the Agency the balance mentioned in paragraph (e) 
of that article as decided by the Minister. In case the contraventions are 
repeated the Government may close the Bank. 


ARTICLE 13: 


These By-Laws will replace the previous By-Laws and the amendments made 
to it and will cancel all other’ texts contradicting this ruling. 


ARTICLE 1): 


Our Prime Minister and Minister of Finance and National Economy will 
execute these By-Laws. 


" % 
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SUBJECT: Views of ire Ralvh Standish on the Saudi «anabian iconetary “cency. 
: = 
| voincident with “is resignation as Yovernor of the vaudi “rabian 00 
onetary Agency (SMA), i. Ralph vtandish has prepared a commentary "? D 
reviewin; the history of the SAA since its dreamt an. “hile ostensibly be 0) 
prepared for the guidance of his yet unnamed successor, the attached ai > 
bri e 


document serves in fact as a vehicle for lr. Standish to“¢xpress his final 
rieus in hichly candid terms. ‘The document has been made available to 

the Imbassy by cre Standish on tne understardin;; that a copy vould be 

made available to a vrevious Covernor of the SALA, ir. George +. +lowe 

of the Pxmort-Inport sank, Vashingtone 


rr 


“ 


STILA 
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Tis accountins by or. Standish recounts all of tne important NO 
saudi -irabliian curreney legislation and the activities of the SArvi during N 
the past five years. As will be noted from a reading of the Standish Ol 
enort, his growing; disapproval of the course of events orompted his 6O 
resignation far more than the official reason of noor health appearing 

in his resignation to the Ming. wre Standish belicves his resignation 

will be accepted. Tle plans to depart for the United »tates about 


pri 15, 19 59 e 


Particular attention is invited to pages 23 and 2), of the enclosure 
wherein ur. Standish comments on the recently completed investigations of 
the unofficial mission of Interrational ilonetary .und advisors reported 
in the referenced despatciese 
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TTL notes were compiled at the tiie of my 
official ‘resiznation from the saudi arabian ..onetary 
Agency on January Ist, 1953. 

tney are intended to condense the files, to 
save my successor time and effort. 

Some of the material may be favourable to me; 


some may note iiothing in the files has been destroyed, 


‘ 


no matter how compromising it may be. 
I velieve thea: my successor has a richt to know 
the full facts as 1 have seen theme 
/3/ Ralph LD, Standish 


GOVERNOR 
vaudi Arabian lionetary «icency 
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HLISVORY OF Tint AUDI ARABIAN OU TARY AGUNCY 


PORMATTON ‘ 

After considerable discussion as to a nane for the central financial 
institution of Saudi Arabia which name would not violate the tenets of the 
Voslem Law that frowns on the term "banking", the Saudi arabian monetary 
Asency was organized under authority contained in Decrees liose 30/),/1/10)6 
and 30/),/1/10),7 dated 25 Majab 1371 (April 20th 1952) issued by His Majesty 
King Abdul Aziz Ben Saud. 


the guiding genius in the formation orf the Agency was the eminent Dr. 
Arthur I. Youn, Financial Expert loaned by the U.S. Goverrment for the 
purposee In this work he was assisted by John A. Stacyy budget Advisor, 
also loaned by the U.S. Government. ” 

George A. Dlowers, at that time i‘inancial Expert of the International 
tionetary Fund was selected as the first Governor of the Agency. He arrived 
at the end of June 1952. Previously he had been an officer of the National 
City bank of Ilew York, later Head of the Bank of Monrovia, Liberia, Governor 
of the Yank of Ethiopia and after the war a member of the International 
i.onetary Fund as stated abovee in the latter capacity he initiated the 
currency reform in Libya. He was well qualified to be nominated as the first 
Governor of the Saudi Arabian lionetary Agency. 


At the beginning he had the able assistance of Dre Alex Ix licLeod who 
became Head of the Research and Statistics Department of the digency which 


he served for lz yearSe 


The actual opening of the Agency occurred on October th, 1952 as per. 
attached memorancume ; 


BOARD Or DIRECTORS 


By Royal Decree Now 30/)/1/174) dated 17.12.1371 (5.861952) the 
following were named as Directors of the Agency: 


President Abdullah Al-Sulaiman 
Vice-President Najib Ibrahim Salha 
Governor lire George A. Blowers 
Member : Hussein Alatas 
ember . Salim Ben Mahfooz 
Member Rasem Al-ihalidi 


From the beginning of the Agency until today there has been no record 
of any meeting of a Board of Directors. 


BAWKIG PRIITSES 
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LALRING PREMISES 


At first an effort was made to secure the premises then and now 
occupied by the Eevptian Exhibition but this proved impossible to secure and 
the headquarters of the linistry of ‘inance, directly across street and 
adjacent to Gellatly lankey Coe, was selected and equipped with necessary 
vaults etcetra. 


OPENI:G OF THE SAUDI ARABIA MOMETARY AGEUCY, Octe 





1952. 


‘he ceremony was held in the coffee house opposite tne building to make 
it easier to serve refreshments. ‘The i“inance liinister had invited leading 
bankers, merchants and officials and also the diplomatic corpse Several 


hundred quests gathered at ):30 pem. with the temperature at least 100° and 
humide 


The streets were lined with troops for the arrival of lis Noyal Highness 
the Crown Prince. The iinister and other high officials were in waiting at 
the entrance when the Royal Cadillac drove upe It was preceded by two red 
jeeps loaded with machine gunners. The Royal limousine had two outriders 
standing on platforms projecting on either side. The Crown Prince was 
accompanied by his brother, Prince !aisal, Minister of foreign Affairs. When 
they dismounted, the welcoming officials bowed low and lissed the, hand of each 
Princes 


“he Crovm Prince as he entered creeted cordially all those within reach. 
He took his place at the head of the tables, arranged in "U" formation. ‘The 
tables were groaning with food as is the usual custom of Arab hospitality. 
Incidentally, hardly anyone took food at that hour. The program was introduced 
with a brief reading from the Koran. The man who read it was so nervous he 
could hardly speak. Then came the address of the Finance llinister, who was 
bathed in perspiratione This was followed by addresses from the Financial 
Advisor (Arthur N. Young) and the Governor of the Agency (Ir. George A. 
Blowers). Wext came a flowery address by the poet laureate eulogizing His 
Majesty Ibn Saud and the Crown Prince. The audience liked this and broke 
into frequent applause. finally came the distribution of a document containing 
the charter and by-laws ofthe Agency and the Financial Advisor's report on 
which the Agency's plan is based. 


Then the audience adjourned to the iionetary Agency building. This 
building was remodelled and rehabilitated for occupation by the Agency. 
Formerly it was an office of the Ministry of Finance, at one time the 
principal office o& Jidda. But it had fallen into very bad condition, and 
a complete overhaul’ was necessary. A vault 70 feet long, 17 feet wide and 
Bz feet high is being built along one side of the building, to hold about 
10 million ounces of silver coin together with whatever gold the Agency may 
havee 


Their Royal 
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Their oval :iphnesses inspected the entire building and were pleased 

with the arranvements. in honor of their visit every room had becn carpeted 
with wonderful russ vorrowed from the nearby palace. ‘the largest room had been 
ringed with*palece chairs and couches for tlic occasion. 


‘After the inspection their stoyal llighnesses departed in the same manner 
in which they cance the occasion witnessed by thousands of people surroundit:: 
the area and linins the streets. ‘hey enthusiastically welcomed the Crown 
Prince. 

% 
ORIGINAL CURRENCY AD EXCHANGE ARRAGEAELTS 


It seemed impracticable for Yaudi 4irabia to join the Lu" because of the 
provisions of the iM charter regarding ,old (Article IV, Section 2), which 
provide that members may onl; buy and sell gold on the basis of par value, 
Lele Z 35.00 per ounce€e 


At that time there was an estimated silver circulation of roughly 
100,000,000 riyals in sddition to the Sritish sovereigns and iaria Tereza 
dollars. _ the riyal was steady at about 26-2/3 cents but it was decided 
that 3.15: would be 2 realistic rate for the dollar (some time later, exactly 
on the day when the undersigned took over as Vovernor of the 4gency the rate 
was suddenfly changed to 3675. lo reason was given for the change and the 
rate was difficult to maintain over a pcviod of several months because a 
little over a month previously the National Vommercial Yank had been sold 
several million dollars at the old rate). 


It was decided to mint a new Saudi sovereign approximating the British 
sovereicn and there was an early plan to have these coins: minted at a mint 
in the Yaudi Arabian Zink Factory but this plan never eventuated and the 
coins were finally minted in France. The Saudi soverei:n contains 7.98805 
11/12 crams (91666 fine) equal to 7.322326 grams or e235), ounces at 35 dollars 
per ouncee this is equal to U.S. $ 8.2). The sovereign was valued at }0 
riyals. 500,000 sovereigns were handed to the Agency to five it an original 
capital of Rls. 20,000,000. 


The amount of Dritish cold sovereigns in the country at the time could 


not be exactly determined. During 19))8-1950 Aramco brought into the country about 


10,000,000 Lritish sovereigns to pay the government. However, this was far 
beyond the country's capacity to absorb money and most of these coins, perhaps 
as much as 90,, were re~exportede 


As far as could be ascertained total coinage of silver up to the end 


of the year 1952 amounted to Saudi Riyals 218,500,000. This included a 


total of minor coins worth Saudi riyals 1,500,000 and 20,000,000 riyals not 
issued as cof April 1952. 


Actually the 
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Actually the number of riyals then ir the country was liberally estimated 
at 100,000,000 riyals as mentioned above, because of large scale smupeling 
amounting at times at 5,000,000 riyals morthly. It is obvious that the amount 
of total coinaye in circulation must have been small if only one and/half 
rillion minor coins were sufficient for circulation purposes. 

io uas recommended that © million dollars! worth additional coins should 
be minted. “his was carried out according to Dre licLeod's memorandum of 
Yebruary Eth reading as follows: 


‘“kecording to data assembled by Ur. Young some 193, 500,000 riyals were 
coined from 193) to the end of 1951. “his includes 1,500,000 half-riyal 
pieces (value 750,000 Kiyals) and 3,000,000 auarter riyal pieces (value 
750,000 Hiyals) in 196 and 197, but excludes 7,150,000 girsh, 10,850,000. 
nalf sirsh, and 21,500,000 quarter girsh of cupronickel manufactured in 19)7. 


In the early months of 1952 a further 25,000,000 riyals was brought in. 

A letter written by Dr. 4. N. Young on January 17, 195? refers to 5,000,000 
just received and a further 5,000,000 expected before the end of the monthy, 
exclusive of 8,000,000 being delivered to 4ramco. Further orders totalling 
5?y000,000 riyals were placed as follows: About June 1, 20,000,000 riyals 
plus 1,000,000 riyals (value) each in half and quarter riyals: early July, 
@C,000,COO riyals for Government account plus 10,000,000 for «remco.e éspparently 
19,996,000 were received prior to the opening of ®he Agency on October }j, 
1952, of which apparently 520,000 riyals (value) was in quarter riyals and 
492,000 in half riyals. A memorandum on file quotes an Aramco cable of 
September 8, 1952 stating 14,500,000 had already been shipped from Nev York 
and 8,500,000 would go forward in the week of September 15-20. eceipts 

by the Agency have been: 


October 8, 1952 3, 500, 000 

October 1], 1952 My 500,000 (ineluding 90,000 in 4 riyals and 
508,000 in = riyals). 

October ly, 1952 yy OO, OOO 

December 15, 1952 11,000, 000 

January }, 1953 5,000, 000 

January 11, 1953 6,000, 000 


January 29, 1953 5,000, 000 
32,001,000" 


In summary, our silver riyal circulation should total 100 million riyals 
as per estimate at founding of Agency: 


32,00),000 purchased in 1952 
50,000,000 purchased in 1955 | 
Total 62,00),000 Approximately 


it is estimated 
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It is estimated that 50,000, 000 or G0,000,000 were smuggled out in the 
year between mid 1655 and mid 1856. The present total }:7,6)42,625 in circula- 
tion, hoardins: and apcncy valut, may be around 10,000,000 even that total 
may be over-optimistice 


Implementing this policy iis bxcellency vheilh “Abdullah Sulaiman made 
an announcement on October 2°, 1952, the main features of which were 
additionally as follows: 


The 4tgency will set aside in a Currency teserve !'und the amount by 
which payments received for Saudi Arabian gold sovereigns exceed the cost of 
the coins. ‘The currency reserve fund will be kept in dollars and/or gold 
in banks of hich standing in the name of the Agency as‘a separate fund 
earmarked and used for the sole purpose of sustaining the value of the Saudi 
Arabian gold sovereign. 

"In addition, under an agreement with the U.S, Government there is a 
Stabilization Fund of nearly U.S. % 5,000,000 available to support the value 
of the riyal. 


Export of the new sovereign is prohibited, on penalty of confiscation. 
any son or persons giving info ion ing copfiscation s “receive 
f per r £ ¢ informat leading to fiscat hall ‘receive 
a reward equal to one-fourth of the value of such coins*confiscatede 


Kxport of foreign gold coins is freely permitted subject to Customs 
rerulation, and licensing by the agency. 


By order of the Government, the Agency henceforth will administer the“ 
existing procedure with regard to import or export of currency notes, as 
well as the export of Lritish gold sovereigns and other foreign gold coins. 
The import of British gold sovereigns and other foreign gold coins shall not 
be allowed except by a license from the Agency, provided its entry into the» 
country shall also be subject to permission oy the Agency maleated examination 
of every amount imported. 


Subsequently the Saudi Arabian Monetary Agency issued tegulation No. 1 
the main points of which were as follows over and above the Finance 
liinister communique: 


In its transactions with the general public, the Agency will exchange 
one Saudi sovereign for riyals at the rate of 0:02 and will exchange riyals 
for one Saudi sovereign at the rate of 39:20 in amounts not less than SS 1000. 


The Agency will maintain these rates unless prevented by major changes 
in the vorld prices of gold or silver. 


The Agency will operate in the market with banks and authorized money 
dealers to prevent fluctuations in rates of foreign exchanges 


oe - In order to_ |! 
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In order to become eligible for transactions with the digency, banks and | 
money dealers must comply with the followin;; procedure to be described in 
Communidaue Noe ? of January 17, 195): 


"it. has also been decided to permit banks to charge a slightly higher 
rate for purchases of foreign exchange against the delivery of Saudi riyal 
coinse Yecause of the extra work of transporting, counting, handling and 
storing these bulky coins, the banks have been authorized to charge 1/8 qirsh 
ore per dollar and 3/8 qirsh more per pound sterling. That isy when paying 
in Saudi sovereigns or pilgrims' receipts the rate will be 3:152 riyals per 
dollar and not more than 10:€ riyals per pound sterling; when paying in 
Saudi riyal coins the rate will be 3:15-5/8 per dollar and not more than 
10: 8-3/8 per pound sterling." 


It was then agreed that the «agency would fix the sterling rate at 
10:85 qirshe ; . 


Communique Noe 3 of “ebruary Sth read as follows: 


"Pursuant to the powers conferred on it by its charter with respect to 
the regulation of commercial banks, exchange dealers and money changers, the 
Saudi Arabian Monetary Agency’ makes Imown the following: 


(1) The Agency is preparing to issue a communique setting forth the 
conditions under which new banks may be established in Saudi Arabia. ‘The 
conditions will be designed to protect the interests of the customers and 
depositors, as well as the seneral public, and to ensure sound managemente 


(2) Until the appropriate conditions are established and set forth in 
this way, registration as a bank, exchange dealer, or money changer as 
prescribed in the 4gency's communique Noe 1 and 2 will not be accepted from — 
any individual, firm, partnership, company or association not now so registered." 


On 87.1372 the liinister of Finance sent the following letter to his son 
with copy to the Agency: 


"In reply to your letter No. 139 of the 3rd instant enclosing the report 
submitted by the Governor of the Monetary Agency on the Agency's operations, 
"the general budget and balance sheet, we inform you that we have reviewed same 
and that we agree to the publication of the general budget and balance sheet. 

The report, however, should be kept strictly confidential and should not be 
seen by anyone at alle Convey this to the Governor in private". “- 


During the early days of the Agency it frequently happened that the 
Agency, because of large government riyal requirements was forced to sell 
foreign currency for riyals in the market in excesgof the banks actual needs 
for import and remittance purposes. This condition existed only for a short 
period after the 195) Haj since which time the condition was reversed and 
banks beran to clamor for exchange to meet legitimate merchant requirementse 


This condition 
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This condition has been greatly magnified over the past two years and has now 
reached a point where we are three or four months behind in supplying: exchange 
for import commitments already committede 


During the early part of 1955 transferable sterling rates went down to 
around 2.70 which caused the government some concern in connection with 
maintaining the 10.75 rate which was established at the same time the dollar 
rate was changed to 3:165 on November , 195). ‘“diculous as it may seem, 
the Government blamed the 4*#gency for not being able to keep the sterling rate 
stabilized in the face of this sharp decline of sterlinge uy good fortune 
the rate later rose to levels around 2.75 or over and this particular question 
has not arisen until the present time when sterling has reached an abnormal 
high rate on the other side (it is unnatural to keep the sterling rate at 
10:75 when we should be trading with it at around 10:13 riyals). 


Dr, A. Ne licLeod was not thoroughly satisfied with the bimetalic features 
contemplated. In his memorandum of January 28, 1953 he makes the following 
important points:- ‘ 


"The important elements of bimetallism (indeed, of multi-metallism) 
existed even before the introduction of the “audi sovereign. That is to say 
the authorities had either to see the various monies used in the country 
fluctuating in value in terms of one another, or to experience the adverse 
operations of Gresham's law and to see the undervalued currency displacing 
the overvalued one if they attempted to enforce an arbitrary valuation of 
any of these currencies in riyals (as was tried in the case of Pritish 
sovereigns, for example )." 


At the present time the foreign exchange rate is approximately 3:15 
riyals to the dollar, that is the riyal is worth about 0.272. Consequently, 
the Saudi sovereign is worth around 10.86. The current price of silver in 
New York is g 0.85% per fine ounce, at which price the bullion content of 
the riyal is worth:about 0.293 at ¥ 35 per ounce, the gold content of the 
Saudi sovereign*is worth Zz Beehs at p 38:20 per ounce, which is about the 
rate recently “obtaining for gold in transit in the beirut and other free- 
markets, it is worth approximately ~9. ‘Thus the riyal is presently under- 
valued by 6% or 7% (within the last two years it has been undervalued by as 
much as 20%)» whereas the sovereign is overvalued by about 20% or 30% 
according to the official or the free-market gold price is used; the ratio of 
their bullion values jis about 28 riyals to the sovereign using the official 
gold price, or nearly 31 using the free-market price. 


SHORTCOMINGS OF THE PRESENT SYSTEM 
The Saudi Arabian Government has chosen to depart from the canons of 
full-bodied metallic standards with respect to both the riyal and the Saudi 


sovereign. It deliberately affects the exchange value of both coins, which 
in neither case is allowed to move automatically towards the bullion value. 


== | It has pee Fadl 
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it has arbitrarily fixed the Value of the vaudi sovereign in terms of the 
Saudi riyal, and this value is maintained by the limitation of the quantity 

of the coin put in circulation rather than by its intrinsic bullion value. It 
has resorted to various devices in the past to stabilize the exchange value 

of the riyal, and it has not established the Saudi Arabian lonetary 4“‘gency for 
the principal purpose of stabilizing the currency. ‘hese departures from the 
tenets of a full-bodied metallic currency are clear evidence that the system 
has been found unsatisfactory. 


rom the davm of recorded history to the present day, no countryhas 
successfully maintained a bimetallic systen for the cystem work. 


It is impossible to keep two coins simultaneously at a fixed par with 
oue another and at par with their respective bullion values for long. aA very 
moderate shift in the relative market values of the two metals will cause one 
or the other to disappear from circulation under the effects of UVresham's law 
if their monetary values are kept fixed - and the whole point of bimetallism 
is to maintain a fixed ratio between the twoe I+ would be sheer coincidence 
if the market values of the two metals were to move on sufficiently parallel 
courses to permit effective bimetallism over any long period of reli Even 
Saudi. Arabia's adaptation of the system cannot be maintained in its present - 
form if the price of either gold or silver rises sharply, except by a sharp 
appreciation of both coins, which would have serious deflationary effects 
within the country. 


Any monometallic system is unsatisfactory enough without the additional 
complications of bimetallism, especially if full-bodied coins are used. The 
real value of a currency is measured by its gencral purchasing DOUery that 
is its power to acquire all goods required by the »eople and not just its 
power to require the particular good chosen as a monetary standard. 

The gold standard is not open to the same objections as the silver . 
standard because, and as long assy the iajor powers continue to maintain a 
rigidly fixed relationship for reasonably long periods at a time between 
their currencies and gold. In these circumstances, fixing the value of a 
currency in terms of gold means fixing it in terms of all other major 
currencies. for a country in a situation such as that of Saudi 4rabia, 
stability of the purchasing power of its currency in terms of major foreign 
currencies is probably the closest practical approach to stability in terms 
of goods in general, which, as noted abovey is the only really significant form 
of currency stability. 


the system presently existing in Saudi Arabia can to some extent be 
"managed" in an effort to minimize its disadvantages. (As already noted, this 
has in fact been tried. As also noted, the attempt is itself an acknowledgment 
of the inadequacy of the system. It is a denial of the automaticity which is 
perhaps the only claim to virtue sossessed by a full-bodied eae 
hanagement of such'a currency, however, is cumbersome, expensive and effective 


—- only within —_ 
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only within a limited range. it requires tying up considerable capital in 
reserve stocks of coin. It may involve issuing coins at a loss, as has 
recently been the case in Saudi «trabia, and this practice may have to be 
continued for a long period of tine to replace coins being drained away into 
hoards or sold for their builion content. If the exchange values of the coins 
were to be naintained despite a fall in bullion values, it would involve 
converting full-bodied coins into token coinse If on the contrary bullicn 
values were to rise substantially, it would be impossible to prevent an 
eventual aporeciation of the exchance value of coins. 


A simple and effective system of this type would consist of the free issue 
and redemption of currency by the Saudi Arabian vionetary Agency at a fixed 
rate in terms of foreign exchange, against 1004 reserves: in bullion and 
foreign exchangee ‘The circulating medium might take the form of currency 
notes, or of token coins. in the case of token: coins with a substantial 
bullion content, however, the exchange reserves need be composed of only the 
seicniorage on the coins, that is the excess of the foreizn exchanre value 
over the bullion content. ‘ 


COMPARATIVE: ADVANTAGES 


In assessing the comparative advantages of alternative sys — that could 
be instituted in Saudi Arabia, it is necessary to consider not only their 
technical soundness but also their consonance with Sharia Law and with local 
social customs and constitutions. Jlere we shall be concerned only with the 
technical considerationse 


It vould probably be unwise for Saudi Arabia to attempt a managed 
currency at the present time or for some time to come, because it has 
relatively little experience in financial matters. There are virtually no 
financial institutions other than the banks, and the use of checks and bank 
depesits is not widely established. is the country becomes more economically 
independent and more: experienced in monetary and banking matters it may 
profitably move toward a managed currency, but the time does not yet seen 
ripe for ite 

Some form of automatic system is undoubtedly the best choice. There 
would be no difficulty: in instituting one that would avoid the instability 
of exchange rates that has obtained in the past among the various currencies 
circulating within Saudi Arabia, and would at the same time maintain stable 
exchange rates between the Saudi Arabian currency and the currencies of the 
rest of the world. This could easily be done in a way that would ensure that 
the currency always circulated at its true value in terms of its power to 
acquire foreign goods, as is now done with the Saudi sovereign, so that there 
could be no criticism that the public was being. defrauded b: puree a false 
value on the currency. 


For a maximum 
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Yor a2 maximum of flexibility, convenience to the administering * 
authorities, and convenience: to the general publicy such a system might be 
in the form of a paper currency with 100 reserves in gold. bullion or foreign 
excnangee ify however, it were felt that coins would be more acceptable to 
the people than notes, the system could easily be modified so the circulating 
médiun would consist of token coinse in this case there would presumably be 
some bullion content in the coins (silver for the lower denominations, and 
cold for the iigher denominations) and the exchange’ reserves held by the 
central authorities would be eanal to the difference between the ezchange 
value of the currency and the bullion content of the token coins. 


it must be pointed out, however, that a system in which token coins 
were used rather than currency notes would vitiate those aspects of the 
reform relating to the elimination of the need for handling heavy quantities 
of coin for large payments. It-.would also require the currency authorities 
to tie up considerable capital in stocks of unissued coinse Perhaps a 
reasonable compromise solutio would be to authorize the monetary authorities 
to issue both currency notes and token coins in various denominations 
according to the demands of the public. In this way those portions of the . 
public which wish to have a metallic currency could satisfy their desires 
without causing inconvenience to those who prefer a paper currency, and the 
two would be readily interconvertible since they would in fact be merely 
different forms of the same currency. ; 


At the end of January 1955 the Government informed the 4“gency that they 
had made arrangements through the Saudi Arabian Ambassador in Washington 
to purchase 50 million riyals worth of silver riyalse A cable finalizing 
he arrangements was sent to Saudi Embassy in Washington on 16.6.7). At. . 
that time the silver rate was 864 cents at which rate it had been stabilized 
for a considerable time through the efforts of the Mexican Government, 
major supplier of silver for world markets. 


BANKING CORRESPONDENTS 


Netherlands Trading Society had been official agent of the Yaudi 
Government before establishwent of the Agency but after considerable discussion 
it was decided that Chase Manhattan bank and Guaranty ‘rust Vormany would be 
our correspondents in New York. At the suggestion of Mr. Blowers, National 
Provincial bank was made our London correspondent. Later, accounts were 
opened with the Societe de Banques Suisse and Bank Union in Switzerland and 
during my recent absence an additional account was opened with the Chase 
Manhattan Bank, London. More recently correspondent arrangements have been 
opened with the Central Bank of Syria, in addition to our established 
relationship with the National Bank of Egypt, Cairo and Khartoum. 


Even after the establishment of the Agency the Netherlands Trading 
Society acted as a Government Agent until April 29, 1953. On the 30th of 
April 1953 SAMA paid 200,000 dollars to the Netherlands Trading Society to 
settle various outstanding ex ‘change positions as per their letter to SAMA 
_dated April 29, 1953. — 
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COUITERET IT SOVERETGUS : | 


a 


~cfore ‘re Loun;; left Saudi 4rabia 15,000 counterfeit sovereigns had 
arrived in Jedda to nlague our new monetary set-up. iis occurred even 
before vaidi srabia's own new sovereigns had been issued. Urgent measures 
vere taken to prevent the entry of these replicas and to punish holders of 
them with fines, plus confiscation. 


the exaet source of these replices has never been accurately found. 
At first it was thourht they oricinated in Switzerland but it vas later 
believed that they had been furrished by counterfeiters te either Lebanon 
or Syria. At that time the whcle world was disturbed by a decision of the 
High Court in Switzerland to the effect that if i eos, Briere exactly 
duplicated coins as to gold content and fineness, such operations were not 
a punishable crime. Due to our own efforts and those of other countries 
victimized by these operations the Swiss Vourt reversed itself some tine 
later, but the harm had already been done. 


The replicas were very nearly an exact duplicate of our own sovereicns. 
There was only a slight difference in eoleur which could be detected by the 
eyes of two or three “audi cashiers who had had wide experience in handling 
cold. fortunately two of these were employed by the «gency. 


Although the «gency at first was inclined to take strong measures 
against the counterfeit menace, His ilajesty the King, after exchange of 
letters with Crown Prince feisal, preferred that his subjects be protected 
by a softer policy vis-a-vis innocent public holders. ‘uch unfortunate 
citizens were compensated in full for all sovereirns during the month after 
the King's pronouncement of policy and the period of grace cxpired at the 
end of Habi II. ‘The names of such holders were reristered however. Any 
sovereigns which were incomplete in weight were confiscated and not compensated 
for, vending further study. 


Larger amounts held by 4ramco, banks and large establishments had to be 
mutilated and returned. If such holders’had already exchanged some of these 
in sood faith they had to be remunerated at discount of approximately 1 to 
cover any lossese 


In his letter of November 16th lir. Blowers ‘pointed out that it was very 
expensive to redeem counterfeits indefinitely because of a loss of ~ 2250 in 
seigniorage plus cost of shipping, melting and reminting the coins and re-~ 
shioping them to Jeddae More serious than the money loss was the fact that 
the public was very slow to accept thoroughly sood government sovereigns in 
circulation. 


oy the end of December 1953 this situation had reached serious 
proportions. Approximately };0,000,000 riyals had been paid out for redemption 
of sovereigns leaving the Agency with only riyals 25,000,000 to redeem a 
further million sovereigns. It was thought it might be necessary to borrow as 
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On January 17, 195) His Majesty the King made announcement to the effect 
that the danger of the public's teing victimized by counterfeit. sovereigns 
had assumed small proportions. Out of 2,100,000 senuine sovereigns put in 
circulation approximately 1,700,000 had keen redeemed, out of this total only 
30,000 replicas were found. 


Summing up the position, hire Blowers estimated that our direct out. of 
pocket expense in connection with counterfeit sovereigns amounted to over 
90,000 dollarse A continzent cost due-to immobilization of funds amounting 
~ta.cover 20,000,000 dollars for the estimated period of one year at 5 was 
82),,000 aétiars. Cost of banking charges for the period necessary for 
reissue and redemption 250,000 dollars, total 1,07),000 dollars. to this 
must be added over },80,000 dollars for the cost of transporting, reminting 
and remitting the coins back to Saudi Arabia, makings a total of 1, 6))t,92.76 
dollars. ‘these figures were, of course, approximations, but it can be seen 
that our venture into gold coinage was very expensive. the danger was over 
only when world gold prices fell again again to reasonable levels. If the 
zold price had stayed at 1953 levels our position would probably have been 
complicated by even larger floods of replica coins. 


PILGRii RECEIPTS | 
More than a year before I came to Jedda, lire Blowers discussed with me 
in America the desirability of instituting paper currency in Saudi Arabia 
and explained the difficulties of putting modern currency into effective 
operation. At that time the transportation facilities were even more restricted 
than in these days. The physical problems of carting heavy gold and silver 
around Saudi Arabia by truck, donkey cart and camel were becoming acute in an 
expanding economy p - & 


lir. Blowers at first had the idea that warehouse receipts for rice and 
staple foods might possibly be utilized to build up an interest in paper 
currency. Later he hit upon device of issuing a pilgrim receipt which was,‘ 
at first, designed as a traveller's check to aid pilgrims in the haj. 


In the year 1953 quantities of these were sent out to our correspondents 
in countries from which the*bulk of Hajis.come. The fact that so many remained 
in circulation seemed a proof that Saudi Arabia was ready for a more 
convenient medium of currency. 


vle quote from Mr. Blowers! letter of September 5, 1953: 


"We started issuing pilgrims! receipts on li, Thul Qu'da 1372 (July 25, 
1953). Up till the time we’ stopped issuing them on 7th Thul Hijja 1372 
(August 17, 1953) the total amount issued was Rise 25,000, 000. Since the Haj 
we have redeemed Ris. ),000,000. You will see, therefore, that a very large 
portion of these receipts remain in the hands of the public". 


— 4; — 


The total 
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the total highest issue in 195) reached nearly };0,000,000 riyals of witich 
the sreater part was not redeemed. 
«x. ® 
By the time of the 1955 Haj pilgrim receipts were issued in laryer 
quantities and by that time had become a fixed supplement to our currency. 


They have now reached a circulation of over 600,000,000 riyals. 


tire blowers had intended that such receipts would additionally be in 
denominations of 100 and 1,000 riyals but so far the Agency has never been 
able to convince the Government of the great desirability for having larger 
denominations which would greatly facilitate larger money transfers and 
interbank transactions. It is hoped that at some time those in power will 
supolement the »resent denominations with the badly needed larger notes. 
The reason given for not doing so has been the ease of larger denominations 
could be smuggled but the higher authorities have overlooked the fact that 
there is no reason whatever for smuggling large amounts of paper riyals 
outside the country. 


The notes were printed by Thomas Ve La Rue of London on the finest 
paper obtainable and the notes have stood the wear and tear from climate and 
passing through many hands very welle : 


The original nates’ were changed to the: design of the present ones 
wiich form the bulk of our circulation. At various times we have tried to 
withdraw the smaller inadequately safeguarded original notes but frequently 
we have had to reissue them because of sudden increased demands for currency. 
{ 
in the early months of 1956 we decided to issue a new one riyal note. 
Silver riyals were becoming very scarcée 


RELATIONSHIP BETWEEN PILGRIM RECEIPTS 
AND SAUD 


On Septe 5th 1953 Mr. Blowers wrote to HE. the Minister of Finance 
suggesting that the currency system of Saudi Arabia be reformed.e The main 
points of his plan were: 


a) It would provide that the currency issued by the Agency would be 
legal tender within Saudi Arabia. 


b) It would require the Agency to hold a 100% reserve in gold, 
silver riyals and foreign exchange against all notes issued. 


ec) It would lay down strict penalties for anyone who might 
counterfeit, or try to counterfeit or circulate counterfeit 
notes or coinse 


Two further 
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| two further steps, I think, are necessary to sive LYaudi arabia a 
modern and secure currency: 

SAPSbE The value of the airsh should be changed, so that 20 
qirshs equal 1 riyal, instead of the present ee. Using 
ee Qirshs to the riyal is cuncersome ard has no justification 
except that this ha»pened to be the Yurkish system. 

% BS 

secondly: if any further silver riyals are minted, the silver content 
could be reduced by 30-0) without changing: the riyal's 
appearance and with very little change in the ring of the coin. 
Paradoxically, this will give the public a safer coin because 
the Agency will then be able to guarantee its value in Ue. 
dollarse The Agency would be able to do titis because the 
seigniorage whith would result from issuing riyals with smallcr 
silver content - but with the same exchange valuc = would be 
held in reserve by the Agency in foreign exchangee Alsoy 
such a token coin vould be free from manipulation b: speculators 
vihnen the world price of silver changese “4t present, if. the 
demand for foreign exchanve exceeds the supply, the only way 
to meet this demand is to ship riyals abroad and sell the 
silver. ‘his is a costly operation, and does not take place 
until after the value. of the riyal has decreased substantially 
in value. If, instead of circulating a full-bodied riyal, 
we circulated one with a small silver content but same exchange 
value, this reserve could be withdrawn on immediately should 
the demand for foreign exchange exceed the current supply. 
this gives to the riyal a more stable value than it can have 
if it circulates, as at present, at its actual silver value. 
Of course, any such change in the silver content of the riyal 
would be publicized and, therefore, done with full knowledge 
of the*public.” 


26 


When ir. Llowers wrote these words the new paper currency had not 
caught fire. 


At the time of the government's large silver purchase paper currency had 
been at an appreciable premium over silver riyals, for a long period. This 
suited us and we fed out paper currency in rather small doses so that the 
demand for such paper would be constant. 


The 50 million silver riyals purchase was made by the Goverrment through 
the Saudi Enbassy in Washington on the recommendation of the Council of 
‘iinisters who felt that paper currency was increasing at an gver-rapid rate. 
They would authorize further printing of paper currency only after an equal 
amount of silver riyals was coined simultaneously with authority to print 
50 million paper riyals. 


4t that time 
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were made identica] to tic substantial amount cf old silvcr coins then in 
circulation it vould (1) drive the old coins into Ss 2) diminish 
confidence in the readily aeceptable paper currencye I still believe this 
recommendation was correct anu 1 believe the Finance iiinister was in full 
arreement at tie tine. 


is consulted prior to the purchase of the new silver, I would have 
recommended that it be ane over a lon;; period Cif at all) so as not to 
disturb silver prices (ve had enpebie ged had smuggling experience with sovereigns 
and silver riyals when the cold and silver prices went to high levels several 
vears backe the purchase of fatine large amounts of silver seemed to be a 
step backward and I certainly would have preferred that the dollars he 
utilised for stabilization of exchange rather than purchase of silver). 


The ‘Mexican Government had been pegging the price of silver at &G64 certs 
per ounce for many months, even for years. ‘hey are the paced world lic apn 
of raw silver witich had been in over-supply for some tine until ovr large 
purchase .at the end of January 1955. When we took this large supply off the 
market the lexican covernment was only too happy to let prices find their 
natural level. The result was that prices rose sharply in February and larch 
of 1955. At the cnd of March after discussing the state of affairs with iir. 
broughan of «ranco i took an urgei.t trip to diyadh to talk over with 1.4, 
tie possible bad effects of this sharp rise in silver prices. Unfortunately 
i was unable to see him on that occasion and returned to Jedda to write a 
letter along these lines. 

The public was slow to find an easy channel for smugglin;; silver coins 
out of Saudi Arabia, but they were stimulated by continuing hich values for 
silver plus a weakening of Saudi riyal, which combination of factors at times 
gave them a profit of between 15 and 20% on their smuggling operations 
usually carried out over the border to Muwait where tiie coins were melted 
into rough ingots and shipped to New York market for conversion into dollars. 


Although warning letters were sent to the Custom -Authorities before mid 
year 1955, the Government was slow to realize the extent of smuggling being 
carried on with the result that many millions of silver cciins had disappeared 
before drastic action was taken to stop the leak. By that time silver prices 
had wealened somewhat and it was no lon;:er quite as profitable. 


Incongruously we were all called into conference to discover why paper 
riyals had suddenly become at a discount against silver riyals. The answer 
Was obVLouse 

With the disappearance of silver riyals and minor ccins there became 
an acute need for smaller riyel denominations and in the spring of 1956 it 
was decided that a new paper riyal must be issued. ‘his was done just before 
the Maj when the physical supply of currency was very tight cond although I 
advised that the new one riyal notes be issued only against a covering deposit 


of silver riyals in the Agency, it was Pie necessary to issue the one-riyal— 


notes wholesale to meet ci 
The velocity 
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Mie velocity of circulation ara the constert need for en increzse in 
nioney supply seems to be not fully understood by all of those in power. ‘ths 
is a fast «rowinz cconomy stinulcted by over 300 million dollars worth of oil 
revenue per year. ‘The large Goverment, public anc private building ard the 
muci hisher stardard of living enjoyed by those in Saudi jrabia in recent 
years has necessitated = chronic and abnormally rapid increase in the money 
supply sietng ie to keep the onlarged economy moving. (iis is one of the 
reasons may I feel that much more than 100 million dolla irs is necessary to 
ieep the: saudi riyal on an cven leele “+ 100 million dollar fund implies a 
circulation of less- than },00 million riyals whereas I believe the physical 
necds with rezard to money supply are about 700 million riyals without which 
there may ~~“ serious interral monetary oroblens ). 


OTAPF 





“hen-I assumed my position in Sali we had two ltey men of adequate 
experience who shortly after decided, for various reasons, to leave our employ 
(1) was Arafat Yajani who had many years experience with Sarclays Jank and 
was very ood in the details of. office accounting and control. ile was 
assisted by ilousa Yweik, a man of less experience but of more thon average 
intelligence and enerzy, his loss was felt most keenly. 


after many years with the Surrency Office of the Uovernment Sayed 
Matook relinowished ‘is position as Head of that Yepartment and joined the 
ugency as Vice Governor, and the Currency Office vas later liauidated to all 
extent and purposes. Ile has done a very good job in attaining the reauirements 
of his position but the Agency has been constantly handicapped by the loss of 
other key men in various less important positions. Considering these manifold 
staff changes I believe that the Agency has operated with better efficiency 
than could be expected. 


In the year 1955 H.E, the Finance iinister informed us that all staff 
matters such as hiring, discharging, transfers, salaries and so forth must 
be authorized by HE. This system may have had its advantages, but it meant 
that the agency more and more was merely a department of a larger department. 
It meant that the operating officers of the Agency did not have the proper 
respect of the staff. 


By a Royal Yecree which will be mentioned later, Rasem Eey Khalidi was 
appointed Vice President and Director of the Agency at a substantial salary. 
To this date he has performed no duties for the “Asency which could be | 
considered as being cven a small justification for his large salary. ‘iis is 
not good for staff morale. During the incumbency of Lr. Zlowers this 
gentleman organized an office clique of. his own with the result that either 

_ Mr. Blowers or Rasem Ley had to leave the «gency for the general comfort of 
all concerned and for a more united effort of the Agency to accomplish what 
was expected of it. “ithout personal animosity toward Rasem Ley with whom I 
have had few dealings (and I always find him most courteous and correct in 


his personal manner); I feel that his re-employment as an officer of the Agency 
was most uhfortunate from several anglese 
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in order to mect, to some extent, the large demand for public and private 
soending, it. nas been cornsicered necessary from tiie to tine to obtain loans 
from vew York Yanks avainst an undertalkins from «ramco that money already 
earned by them and the Government would be paid, when due, to liquidate such 
loanse Up to a point the natural increase in :;overrment earnings due to cver 
increasin;; output of crude oil has helned in the repaymeiit of such advances 
but we now face a tine wnen it is not sure that-revenue will continue to enjoy 
a sharp increase and it is to be hoped that these loans can be reduced in 
total by enforced economiese : 


“or some time I have been urging that such undertakings by «ramco be 
used not only to cover loans in the form of direct advances but to secure 
creater facilities in foreign markets which would: give us increased credit 
facilities while vaying; a small amount of loan interest. 


As it is, it can ve said that the vaudi. Government pays cash for 
practically all commitments. Now that the world recession seems to be already 
in progress it may be yell that we are on a cash basis. ew countries in 
the world are in a better position to weather bad times, without any long 
term indebtedness to speak. of. 


EXCHANGE CoiTROL 


As mentioned previously there was a time in the early life of the 
Agency when the Agency had to approach banks to ask them to take dollars and 
sterling off their hands in exchange for riyals badly needed by the Government. 
by the year 195) the wants of the public in Saudi 4rabia for better housing 
and more luxuries, plus large government construction programs created a 
condition where the Agency was becoming: increasingly short cf foreign ‘ 
currencies to meet the ever increasing demand for crowth and higher living 
standardsSe 


Long before the establishment of exchange controls it became necessary 
to ration the banks with regard to what they were allowed to sell to the 
public for remittances and transfers for other than import needs. At first 
20; was allowed but later this was reduced to 10, then to 5, 


the Yuez incident occurred at a time when the demand for foreign 
currency was beginning to outrun the supply by a considerable margin. Against 
the wishes of HE. the Finance ifinister andgnost of his advisors, including 
the officers of the Agency, it became absolutely necessary to establish some 
sort of exchange controle 


After lengthy discussion it became clear that the highest authorities 
did not want a tight exchange controle ‘here were good reasons for this. 
One not so good reason was that conditions were not felt by majority to be 
as acute as some of us believed (I was of the opinion that only the strictest 
control of exchange and drastic reduction of imports, especially luxury imports | 
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building materials would be a permanei:t solution of tie provlem). «aA more 
realistic reason for not putting strict controls into effect vas the 
difficulty of adainisteriny; them in Vvaudi “Arabia where exverienced versonnel 
is not readily available and where every man has “iis own*°idea about nis 
right to gather riyal wealth in his own way. 

Licht months experience proved that some kind of change had to be made 
and 2 Decree was published in July of 1957 imich served to create a nore 
extensive free market. Almost immediately it became evident that we did now 
have sufficient foreign currency income, at the tine, to feed such an 
Arran: ;CMeNte 


when I returned from America in late August, 1957 the ramifications of 
the free market came as a considerable shock to mee i immediately wrote to 
tinance iinister that exchance controls had to be very strictly administered 
alon; with undesirable price controls if we wished to avoid serious economic 
and social trouble. Alternatively we should cut expenses and put ourselves 
in position to renove controls at the carliest possible time. “he latter 
course seemed tne most desirable. 

Iwill not follow the matter beyord the time when J?" personnel were 
asked to furnish a speedy solution. 


in summary it may be interesting to quote Pick's Currency year book 
for 1956 which explains the situation with clarity and brevity: 


"The Saudi #“rabian economy ran into light pressure during the Suez 
crisis. rude.oil production, the Kingdom's most important source of 
revenue, VWirien had averazed over 1,000,000 barrels per day between January 
and October, dropped 28% to only 719,800 barrels daily from November 1956 
to liarch 1957. Such a decline of production reduced the revenues of the 
King and Saudi -srabia's treasury, already burdened by heavy contributions 
to Leypt's war chest, ran into some payment difficulties. 

The pressure of declining oil revenues, diminished by the Suez canal 
blockage, led to restriction of monetary freedom. «As the Saudi “iyal 
dropped in the important trading centre of Leirut to a discount of more than 
22.2 in Lovember 1958, Jeddah at that time decreed introduetion of obligatory 
import licenses. wonetary transfers abroad were made subject to approval of 
the luinistry of Finance. “rom then on, only "essential" imports were 
authorizede 


This change remained without effect cn the free market value of the Saudi 
Rival, which declincd substantially in 1956. The introduction of foreign 
exchange regulations increased gray market dealinys in the principal cities 
of the country. Yanks, for obvious reasons, abstained from such transactions, 
but native dealers were aluays able to produce $ 100,000 in U.S. banknotes in 
a few hours and at a oremium which varied between 27,. in October and 
“Novenver 1956 and "only" 13, in March 1957. Jlowever the "free" value of the 
_itiyal fell to a new low in April 1957, when the dollar commanded a record 
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premium of 35,0 over tie official rate. iisrations of silver coins to /eirut, 
althouzh illegal, continued to nersist". 
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OAD OF DINE TONS 


Ly ioral Yecrec 20656 17/9/8762 of 176Se7) the Loard of Directors Yas 
altered to include: 


1) A President (iurister of Pinence) 

2) A Vice President 

3) The Governor 

1) Deputy i:inister of trade 

33 Uhairman of Uhamber of vomacrce, Jeddah 


One of ‘the bis: Saudi merehants upon nomination by the -.inister 
De nr = n . . ~~ 
of "inance for a period of one year suoject to renewals 


In accordance with this Jecree “esc Nhalidi wes appointed Vice President 
ard Yirector and later satashan vas nominated as an edditional Director. 


Again on 23¢5e1277 (16.12.1997) itoyal Yecree lo. 23 appointed the 
followins Directors: 


A - President who is the uoevernor 

5 - Vice Governor . 

U = Three members who are vell accuainted with financial and 
comacreial matters and are not Voverrment cwloyees. 


Under "C" the following were apoointed by .-inister of sinanee letter 
sith. 7376/2 of &.601377 and “oyal svreement ioe 27 of 2725-77: 


1) Sheikh «ilmed Jaffaly 
2) Sheikh “ahed Wsaiby 
3) Sheikh Ahned Janjoun 


sya eee formers 


ma tei. Serica 
BAVRING PME TSie 
pane aa nisi ta tea aCe ah 


In September, 1956, althouch a nev vault had rot been completed and «:e 
had paid a year's rent on the downtown vroperty, we moved to new banicing 
s across from the tardens lotel and in front of the old Laker compound 
in the six story building nearest the airport. ‘the vablt was completed and 
all valuables moved into it as late as the beswinnirs: of nomadan 1376. 
at present we occupy the first five floors ¥ this building with cash 
Gepartment and a small vault for aaily cash on th® ground floor. 
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Also by Royal Deerce “Moe 17/9/8762 of 17.067! 
eee. WI tae SUPUCtReG Gl bie -eecnes. 


IMorties Chan es ire 


ir vcreryal tis iets he ELE (1) vhe aconey was authorised tu issue 


MuPreTcy notes won tue cywroval of the vouncil of hinisters. supplenented by; 
oval cecree (8) the President of the wdard of wixreetors imo civen newer 
oreviously lou-:ed eth the Governor = to represert the «cerey in legal 


proceedinis and to convene ard direet tie .oard's mectincs. in his absence 
tue Vice President vould Jdeputize and in tire Vice resident's absence tc 
Governor VWouls ceputii2c. Lhe President was fiven ceneral sowers all or 
vart. of which he ni-hkt delegate to the Vice President or withdray: sanc fron 
hime 


ice powers were civen to the ‘sntster of iinance as Presidente 
These «ave him the right to appoint or distiss cfTicials occupying posts of 
the |;th pte and abovee ven dom to naan of the 7th crade ‘ie was v:iven 


full authority to appoint and remove. below 7th crade (servants and so 
forth) wisht still be asnointed and removed by the Uovernor!). 


the <isency was relieved of resnonsibility for cm. ning +1 yearly 
budset and raisin: recommendations vherrone 


by Decrec Loe 73 of 230501377 (Dece 16, 1957) many of the “overnor's 

prerogatives were restored to hime lis Decree was issued at the sujy.estion 
of visiting members cf the Is’ who were in Saudi arabia unofficiall; for the 
ouryjose of yvorlcing out a new modus operandi. Unfortunately the sane Vecrec 
takes away the capital and seicniorase aecount of the avency which action It 
believe to be deplorable (The Ui? experts later adnitted this was a mistake 
but since Ts Lajesty had already sicned the Yecree it had to be accepted as 
done Ve 





Since the establishment of the are:.cy tiie followin; branches have been 
added on the resocctive dates: 


Dammam 10. 30137) HU 
Riyadh 16496137 Hi (96261955) 
Tait 6060137) H (16221955) 


“rom the teginning the jgency had branches in Necca and iicdinae ico 
new branches are contemplated at present. ~ 


PILGRI WECEIPLS 
Although at first all pilgrim receipts were covered by silver in agency's 
vaults, for various reasons in July 1956 they were only 60;5 covered and when I 


returned from long leave in 1957 our cover had. shrunk to not much over 20,5. — 


COUP IDEM TIAL - Part of 
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Part of this rend deterioration was dve to overspendir:: aia part to resid 
inerease in the circulation necessitated by the burstin;; cconow caused ticreby. 


2S = Soe the ro) a rr OPPS 1.TS 
asiee KAIROS a5. haw Wi orm oth 





In the exchan:e crisis a very small but powerful grouse in the Joverruicrt 
decided to so back to hard money rain in October 1957. Asainst thie adviiec 
of the experts and tic officers ox the «tcency the country ec embarked om 4 ne 
sold coinare srocram. Ont of the blue, ie were suddenly told to buy 500,000 
ounces of «old in London tfiich vas considered the best :lcce to purchase fold 
rt the tine accordine to advice reportedly civen by someone in Iisa. 

o 


ee 2OY 


=) 


the tine the iwussians were dumoin:; sold in London in exche 


€ 
transferable sterlince 


Jur sold purchases must have becn helpful to the iritish in supporting 
stcerlin; over a difficult ocriode 


Sefore 500,000 ounces could be bourht we found ovr cash nosition 
strained by what we had already ouichased and stopocec buyin, with only <bout 
2/3rds of the original progran cormlcted. 


Pakistani :Aint was ‘most helpful in attendins to our urgent requircmcnts 
for coinin,: new eovereigns idertical to the old sovereigns execpt for a 
certain amount of face lifting. 


Coincidentally, we were ordered to pay covermment salarics in sovereigns 
as a convenient vay to “et hard money into circulation again. ««fter two 
nonths we suppleuented these payments with silver payments. -ilnost at oncc 
old began flowir;: out of the country asain. 


At one time ve were paying ovr own office starf in three different 
indigenous currencies viz sovereicns, silver riyals ara pilgriza receiptse 
Tris complicated our bookkeepin;: terporarily and we were glad when the 
uovermment thousht better of this policy. 


in December 1957 we sugevested that, in view of our need fer hard currency 
reserves, something should be done about ovr silver accunulitions of rls. 
38, 389, 529. He succested to the Finance iiinister that we either use some of 
the silver for mixing with 2/3rds base metal for new silver riyals or snipping 
all silver to Uew York market for conversion into dollars. The Yovernment 
has agreed that the silver should be shipped to New York and sold, as 
opportunity arises, over the coming yeare 

the gold sovereigns, old and new, should »roperly be kept in the country 
as a reserve for any sudden encrgency ang possibly as security for loans in 
foreign currency from local banks. 


: LOALS 
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vor some time IL have felt that we weré not ectting maccimuin : dvantaces 
out of borrowings acainst +-ranco wndertaldinys. Yuring my long nome lcave 1 
sui ested to tie Societe Ucncrale in -cl;iium and “irst tational City ~ank in 
Lew York thet we wight give them an «ramco undertakin:; avainst loans and/or 
lon:; term credit facilities to cover imports. ach acrecd in principle, 


Subject to His iiccellicncy's wishes. 


aain in the fall 6f 1957 L have sugcested to the covernnent that se 
micht arran.c lon: term financing; with either Germany, Lolium or icolland 
secured wholly or in part in 4«ramco pledes along with our undertaking only 
as regards cuaranteeir: tue rate of cxehange. (actually we shovld kee» such 
muarantees of exchansc rates at an absolute winimum. here is no telling 
vLen war or international financial crisis micsht make it inadvisable and 
impossible to sunport the rate of the riyal at 3.75). 


INTERLATIONAL iCicTRAY ulD 


Up until a Little. over a year ago I have lost no opportunity to suggest 
that the Governmert join the Ii and by this means obtain entre into the 
facilities ard privileges of the International Lani: of itcconstruction and 
Developments In the fall of 1956 I recommended to the Yovernment that 
inasmuch as it might be difficult to meet the qualifications of membership 
in the IF we should postpone joinins the ““und until such time as ie could 
out up a strong front to them and to our own public. However, at a time when 
our reserves vcre at their lowest, it was decided by those in power that it 
vould be a vood thins to join this worldwide orsanizatione 


It naturally; followed that we should explore the. benefits to be obtained 
by this untimely action and it was considered vLeneficial that qualified 
reoresentatives of the Tid’ should come here unofficially and prepare the way 
for our easy passase into this select international organization. 


these gentlemen have rendered valuable assistance in setting the 
soverment right on fundamental rules of economy. ‘hey have insisted that 
budget expenses be drastically reduced and an austerity program be initiated 
to give force to budgetary reforms. They advised against circulation of hard 
money (the government had already become convinced such action would not 
bring down the rate of cxchange = and that it was a lwaury we could not well 
afford at this tine). 


Sweeping plans were broached to do away with controls by utilizing an 
exchanve fund variously projected in figures from 92 million dollars to 135 
million dollars. They svent a lot of time worling out a system based on 
this large dollar reserve only to.find that they were victims of what would 
be called a draw play in football. 


nenor ee 
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r1nor LUrrititions in oz arave vo brine ciichanze doun to more reasonable 
levels were the sudden closins of exchange shops in itiyadh, Uhahran and later 
in Jecicay and also the preferential arrangement made whereby the “rench bam: 
alorc acco;modetcd any nuutcr of sinall licensges a inajority of wiiom were 
clients of other banks. - 


tn summery, the i renresentatives vere brought here to bring the rate 
dem to 3.75 and abolish exchean:e controls in trae process. vor reasons 
beyond their control or anyone's cc.:trol this could rot be done. Tis was 
unfortunatc. It is to be hoped that at some not too distant date foreicn 
currencies can be otherec in sufficient quantities to acisleve the objectives 
mentioned above. ~ven if this is done, because of the phenomenal c¢rowth of 
the country and the tendency to oVerspend it might require permanent strict 

’ 


economy 1easures if exchanve is-to he held <4 cstablished rates over a 
considerable reuriod. 


DRartT Curt. SY Tau. 


During tue early vears of the accver Dr. liclrod prepared a nev 
qonprehensive draft of a currency law badly needed then and noire aire llowers 
edited Dr. wcleod's worl: and adéed that a new currency called the "Sandi" shoulk 
be put into use. the par value of this "Saudi was te be 1.S2OC] srand of 
fine gold divided into 100 nurte called qurusn. Wiis law vas cmasculated 


~ 
i) 


sonew.iat Lr “as vin ton experts and sent to the uovernment by way of the 
dwwerican Eybassry. 


subsecmently local eimerts had a crack at it and crafted a lai per 
soyal Ueerce Vow 30/,/1/2575 dated L€ Zul Iijja 1276 wrich has been passed 
by the Vouncil of Ilinisters ard not yet promulcated. The main features of 
the latter draft cre that the currency should be called a "Dinar" and that 
decinal system should be put into effect with the change. 


The Ta representatives nezt came irto picture and drafted their ideas 
which I have seen in rough form. They oreferred that the unit be still 
called the "Riyal" and their draft is csood except tho: I consider the Fils 


eaval of 1/100th of the riyal as being too small to be of any practical usee 


I believe that the draft calls for Saudi soveréigns to be withdrawn from 
circulation six montis after announcement of the lawe Jt seens that 
announcement of the law vill orobably be withheld until such time as 
provisions as to currency cover and withdrawal of sovereigns can be met. 

Way PINOR COINS . 
duc to the acute shortage of minor coins felt during the latter half of 
1375 ti (1957) the Government deciced to mint new minor coins. * For this 
reason SAIA shipped to Exvpt surplus quarter qirsh pieces to be reninted into 
new tivo qirsh piccese This course was adopted because it vas difficult to 
buy nickel in the London market at that time. 








SO CRM In addition 
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‘ oe a oe - ae ae" ae ne re ee Se thee ot Bou amt 
1M aiken te tat Deo CiSeh meces Loul (ars WLeces and One-fi rs = 
MLGces Were mirtcd on Pelastare 


fag Specifications of fie new miner coins are as folloiss 
Hy airsh nieces . CiYsn pLeces lL cirsiu pleces 
nn ne SS ey 
we 3 pore a. “Yeas GH preurs 3 srams 
Mane ber 30 mas ‘A? yams a ms 
vor UCrts (25, nictel rabies rickel 25,0 nielkel 
(75,0 copper 75. copper TS. conper 
isvone vilrted 20 inillion > Million 10 mijJjion 
Place af rint Pald.stan Lisspt Pali stan 
ry 


the Leoirsh picees arrived in Jedda on the 17.3e1377 (11.10. 1¢e57 ° 

The tuoeairsh picces vere received vithin the pcriod from 250.1276 [1 - 

oe 501277 He Seven million of the j-qirsh coins were rceccived on 26757 
(1161261376 i) and three million pieces were received on he&e57 (8ele1377 ti). 
The rena ‘inin5 ten million nieces are expected to be received during 
“ebruary 1955. 


iantin: charges of the one-cirsh vicces amounted to £32,000, of tto=cirsh 
pieces amounted to Bl 24,65 in addition “to tie cost of minor coins sent i 
fron dedda to “<ypt and wintins charges of the four-cirsh pieces arc & 16,150. 
shese charges inelude hinting, packing, shipping. and insurances 
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@ are revortan, t! 
Standish as Yovernor of 


i¢ resi;nation of :re staloh D. 
the vaudi arabian uonetary 
Agency in conjunction with traisnittal of tis personal 
summation of SaAbA history. 
1958). 
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(Despatch vo. 157\of January 27; 
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Standish made tis 


whe 7 : ie 7 /=-2 ‘a0) 
s interesting: document availabl a ~ 
to us on the understandin;; that a copy would be made ¥f2 Gi 
available to ire Georre sie ~lowers, now of te Export- 3 x. . 
Import vant, vasiiinsrtone 29 ¥ vt e 
“L vould annreciate tour assistance in viding a copy f 1 
of the despatch into the hands cf ire Llowerse Ic ae 
ms we = 
Sincerely’, 
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-Llliam b. ‘loomey 
Second Seerctary of =m 


Vavid De. lLewsom, .' squire, 


aid . a : . 
Officer in Charge of Iraqesaudi Affairs, 


liear East, South <isian and ..frican Agfay 
Department of State, 
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File Designation Vy, t; MAIL SALSA. 


To | Hohe 


In the review of this file this Ltea was removed because access to it is 
restricted. Restrictions pn records in the National Archives are stated 
in general and specific record group restriction statements which are 

available for examination. The item identified above has been withdrawn 
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SUBJECT: ARAMCO Discussions with International Monetary Fund “dvisors. 


| The Embassy transmits herewith an Aramco memorandum dated i“ 
May 6, 1958 summarizing a series of discussions on Saudi Arabian 
Government-Aramco financial matters held between the Assistant 
Treasurer of Aramco, Mr. J. 0. Cumberland, and the International ~ 
Monetary Fund Advisors Zaki Sa'ad and Anwar Ali. 


This document supplements the reports submitted as an 
enclosure to ‘the referenced despatch. 


’ 
lor the Ambassador: 


WS 8G TS, \ 


William D. Toomey 
Second Secretary of Embassy 


@G0e¢c-S/el*vgse 


Ore : 


Aramco Memorandun 


am 
9C6L 0 GNAL 


We De Toomey/eh CONFIDENTIAL 


ar ACTION COPY — DEPARTMENT OF STATE 


The action office must return this permanent record copy to Dc/R files with an endorsement of action taken. 
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wanes ARABIAN AMERICAN OIL COMPANY 
Dhahran DISCUSSIONS IN RIYADH WITH 
May 6, 1958 SAUDI GOVERNMENT FINANCIAL REPRESENTAT 


MEMORANDUM TO FILE: 


This is to record recent discussions ih Riyadh with Y%audi Government 
financial representatives. 


On April 30, 1958 the undersigned, together with Messrs. Fitch and al-Husseini 
of the Treasurer's Department, traveled to Riyadh for the purpose of discussing 
riyal procurement operations with Anwar Ali, the present Acting Governor of 
the Saudi Arabian Monetary Agency (SAMA). This trip proved to be almost 
completely abortive. Although we had firm appointments with Anwar Ali, it 
developed that Ali had not been able to leave Jiddah as scheduled and, theréfore, 
we were unable to meet as planned. Before we could ascertain Mr. Ali's 
whereabouts, it was necessary to spend almost the entire day in Riyadh which 
made it possible to make a courtesy call on Dr. Zaki Satad. I spent 20 mimtes 
with Dr. Sa'tad in the dining room of the hotel while he was eating his lunch 
with Mr. Azzam. The meeting was chiefly social although Dr. Sa'ad stated that 
after two weeks or so he hoped to have further discussions with Aramco 
representatives since he expected to have his entire program prepared by then. 

He mentioned that with the exception of two major items, he felt he was in © 
possession of all necessary facts and figures to proceed with his specific 
recommendations. He did not define or elaborate on the two areas of question. 
He also said he would arrange a firm appointment with himself, Anwar Ali and 
Abed Shaikh next Saturday morning and apologized for the fact that we had made 
a needless trip to Riyadh with the expectation of meeting with Anwar Alic 


Later on in the course of the courtesy call on the Ministry of Finance, 
chiefly to inspect their new Riyadh building which is now partially occupied, 
Zafer al-Husseini was told in a confidential discussion in Arabic that for 
planning purposes, SAG is thinking in terms of settling the Sidon claim from 
between $60 million to $100 million and also that an additional $200 million 
is expected to be received in Goverrment accounts in August 1958. Mr. al-Husseini 
was unable to gather any further details on this latter item and emphasized 

, that these comments were entirely unofficial and could be considered as "coffee 
shop" talk. . 


Next Saturday, May 3, Mr. Fitch and the undersigned proceeded to Riyadh to 
keep our appointments. Highlights of: these meetings are deséribed below but 
are not necessarily in the order of discussione 


1) The morning meeting lasted approximately 2-1/2 hours. Dr. Satad 
opened the discussions with a lengthy and gratuitous description of the recent 
Dammam Port. negotiations between the Saudi Arab Government and the United 
States Embassy. If I correctly captured the significance of his remarks, which 
were rambling and disjointed, he was attempting to make the following ‘points: 


(a) He, 





L comipewra, | 
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(a) He, (Dr. Satad), was personally responsible for salvaging the | 
negotiations through his intervention with the American Ambassador and the 
Council of Ministers, and by the elimination arid rephrasing of some of the 
controversial clauses. 


(b) Aramco as well as the American Embassy, should be more appreciative 
of the sensitivities involved in written instruments of this type. Particular 
efforts should be made to avoid "legalistic" phraseology, long clauses concerning 
accountability, control, auditing and inspection of Government projects, and 
technical language covering every detail of the items under consideration. -Dr. 
Satad emphasized that the Arabic translations of instruments of this type are 
never properly understood in the higher Government levels and are all too 
frequently regarded by members of the Government as attempts to deceive the 
Government or as double talk designed to camouflage the true meaninge Dr. 

Sa'tad says we (Aramco) should also be more willing to rely on the general 
integrity and good faith of the Government and avoid the inclusion of clauses 
in written agreements which appear to guard against a breech of good faith or 
integrity on either side. At this point he was referring particularly to our 
recent tax assignment letters and mentioned that needless misunderstanding was 
generated at higher levels when he presented the last tax assignment agreement 
covering March production. : 


2) Dr. Satad described the recent negotiations concerning the Dhahran Air 
Pase agreement and remarked once again that this had been improperly handled 
on all sides. He said the American commanding general was not authorized to 
sign on behalf of the United States Government and secondly the Saudi Arab - 
Minister of Defense was not authorized to sign on behalf of Arabia. He implied 
that this entire operation had been g¢omedy of errors which should and could 
have been avoided if all sides had been mutually aware of the political climate 
and customs of each other's country. He seemed to be. emphasizing these points 
as a lesson or warning to Aramco. : 


3) Dr. Satad then recounted the episode of the recent negotiations for 
American surplus commodities for export to Saudi Arabia under Public Law 80. 
In general, he made the same comments as previously pointing out that counterpart 
funds are undesirable in Arabia, that Saudi Arabia can well afford to import, 
and does import on a commercial basis, the commodities which the economy 
requires and therefore surplus commodities under Public Law 80 would simply 
be additional amounts not necessary for the country. Finally, this program 
would only have the effect. of creating a dole for the destitute pilgrims in 
the-Red Sea area. In this respect, Dr. Satad feels efforts should be made 
in the other direction, namely to transport these people back to their home 
countries instead of permitting them to linger on in Arabia. In any case, he 
implied that this is now a dead issue largely due to his personal intervention 
since apparently the King and other members of the Government had originally 
favored the propssition. . 


4) In response | 
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4) In response to our inquiries, Dr. Satad gave us a ratheylengthy des- 
cription of the current financial position of the Kingdom. His remarks. can be 
summarized as follows: . 


(a) The Arabic year 1377 has been written off as a lost cause so. 
far as planning purposes are concerned. All efforts are now being devoted to the 
fiscal year 1378 beginning in early July. The new budgets and programs for this 
year have now been largely drafted. Dr. Sa'tad was a little bitter ih this 
respect and made the point that if everyone had "come clean" with him last fall 
to the extent that he had a realistic picture of the over-all Government 
obligations, he never would have attempted to make his initial reform program 
effective for the budget year 1377, which, of course, was half completed at 
that time. 


(b) According to Br. Satad, the present program will require a full 
three years of relative austerity and retrenchment. Among other things, he 
said flatly that all funded obligations, such as Aramco tax assignments, must 
be refinanced for this entire period. He mentioned that success has already 
been realized in this respect on the American lend-lease silver obligations 
and: military equipment payments. He emphasized there is no "fat" in his program 
and consequently any significant reductions in Aramco Concession payments 
might have very serious consequenceSe 


(c) He explained once again that the largest and most difficult, burden 
for the Goverment is the unfunded local debts. He says it is still impossible 
to know precisely the magnitude of these obligations, but that they are enormous. 
He told us how the existence of this debt tends to force all contractors and 
business people to pad their billings to the Government in anticipation of 
delinquent settlement. Dr. Sa'tad said that he has personally cut many of these 
large Government accounts in half to the full satisfaction of the Government's 
creditors. 


(a4) Dr. Satad emphasized the crucial importance in his judgment of 
keeping SAMA independent from the Ministry of Finance. He described the abuses 
characteristic of most countries, including Saudi Arabia, when the Ministry of 
Finance is permitted to dominate operations of the central bank. The result 
inevitably is “printing paper money" with the consequent inflation and monetary 
difficulties. Dr. Satad said he is stressing to the King and Faisal, the 
importance of segregating SAMA from the other operating departments of the 
Government and permitting SAMA to operate as a true central bank in the 
classical sense. In this connection, Dr. Sa'ad emphasized that a strong and 
courageous governor of SAMA is equally important. 


(e) Dr. Satad said he will require the $13 million tax assignment 
against April production to "roll over" the $13 million maturing to New York 
banks on May 15. He requested we return as promptly as possible with the 
appropriate letters for his review and recommendation to the Minister of 
Finance. 


an (f) Toward the _ 
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philosophized on how all Government budgets and financial programs are 
fundamentally motivated by political considerations. For example, if a Government 
has the choice of accumulating reserves, spending funds for military equipment 
or spending the same funds on public health facilities, the inevitable answer 
will turn on political considerations and what echelon of the Government or 

the general public has the greatest power or influence at the moment. Therefore, 
the position of an adviser, such as himself, can only be to attempt to harmonize 
these conflicting political forces into some kind of a coherent financial 
program. Therefore, his area of maneuver is relatively restricted and he is 
obliged to act frequently on grounds of expediency rather than principle. The 
point he was making was a simple one, namely that he is well aware that on 
grounds of financial and economic principle, a number of things should be 
included in his program which are not being done. Perhaps he was telling us 

in a roundabout way that as an economist and professional financial expert he 
did not wish to be criticized on academic -sialaaaeail for the components of his 
programe 


(g) Finally, after almost two hours, we got to the business at a 
namely the discussion of riyal procurement from SAMA ‘against sterling at 10-11. 
After a brief discussion of the difficulty concerning the SAMA rate and the 
Company 10-11 rate, Dre Sa'tad said he was very interested in this question but 
that the discussion, itself, would be technical and therefore he* suggested we 
carry on with Anwar Ali and Abed Shaikh without his presence. Accordingly, 
we agreed to meet three hours later with these gentlenentand adjourned for lunch. 


5) About five o'clock that afternoon we reconvened with 41i and Shaikh 
and promptly undertook a thorough discussion of the riyal/sterling rate problem. 
After a description of the background Ali was entirely sympathetic with the 
Company position and expressed amazement that the authorities had permitted 
the 10-7 rate to exist for such a period of time. He mentioned that only recently 
he had been wondering why there is such a terrific demand for sterling from 
SAMA on behalf of the merchants and banks. “ith transferrable sterling rates at 
around 2.79 and with the effective SAMA rate at about 2.76, he said he could 
well understand why the demand is so stronge He was inclined to feel that this 
rate disparity is bound to result in an economic loss to the country through 
arbitrage no matter how closely they attempt to control import licenses. 


6) On the question of a specific transaction for S& }) million, Ali had a 
more difficult time in reaching a decision. Although he thoroughly understood 
and sympathized with the Company view for holding to official cross rates on 
sterline, he was mdst concerned about changing the official SAMA sterling rate 
unilaterally without prior discussions at higher levels. He attempted to argue 4 
that both the British and IMF recognized a 1% trading margin over and under the 
official IMF pars. Therefore, why should not Aramco be willing to execute this 
particular transaction at 10.9 which would be the limit of ‘the ‘prescrived SAMA 
dealing rate for stérling so far as banks are concerned, but would still be 
within approximately the 1% margin of the IMF par. starting at 3.75. We argued 
that all Company transactions with the offtakers for crude sales are at the | 


. — | 


sterling par 
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sterling par rate and therefore any transaction at 10.9 or any other figure 
under 10.11 would generate an exchange loss for the Company which would be 
shared with the Saudi Government through taxes. Furthermore, we argued that so 
long as we hold to the 3.75 dollar rate called for in our 1953 "Gentleman's 
Agreement" we must cross sterling at 2.80 so far as the British authorities are 
concerned and also in accordance with our own concept of the Dif clause in the 
1950 agreement. Throughout the discussion Ali emphasized that he strongly 
preferred the transaction to clear Shee SAMA rather than permitting the - 
Company to sell the.exchange to banks. ‘his would be true even if the Company 
were willing to sell to the banks at 10,7 since SAMA desperately needs the 
exchange and prefers to allocate the exchange systematically to the banks rather — 
than having Aramco deal directly with the banks. _ Finally, Ali agreed to do the 
business through SAMA at 10.11 with the understanding-this \ would be regarded as 
an out of policy transaction and would not in any way constitute-a precedent 
for the future nor should this be regarded as a technical devaluation of the 
riyal. He explained he would like to consider the matter further toward the 
possible objective of officidlly changing the rate to 10.11 if the authorities 
should agreee Furthermore, he asked us to keep the transaction confidential 
and particularly not to inform the banks or merchants that SAMA sold riyals to 
the Yompany at 10.11. We, of course, gave him complete assurance on this point. 


7) Next, in reviewing the Aramco forecasts for the remainder of the year, 
Ali inquired why no sterling assignments had been made along with the dollar 
assignments for January-April production. in reply, we gave him a frank 
statement of previous discussions in London on this matter. Ali seemed to 
understand everything we told him and in general indiégated a rather thorough 
grasp of British financial policies and exchange control methods. In any case, 
he requested that we review once again with the british as soon as possible 
the question of sterling assignments. He went on to assure us that he would 
not actually use the additional sterling funds if this could be avoided but he 
would like to know in advance for planning purposes whether or not these accruals 
would be available to the Government in case of emergency. He said if the 
sterling should be drawn down we could be assured they would be used for legitimate 
purposes such as currency cover for critical imports. He also said that if the 
British attitude is still negative, would we please find out as soon as possible 
if the sterling could be assigned against an Aramco guarantee thrqugh a Dutch, 
Swiss or German bank. Again we explained that a british refusal might also 
make it impossible to do the same operation through a third country bank but 
that we would refer the matter to your office for further study and reply. 


8) At this point, Abed Shaikh left the room to talk to another visitor 
and Ali told us confidentially that the over-all financial situation as he sees 
it is really desperate. He says the Government needs every penny of the 
gross amounts including the tax assignments. He went on to say that from his 
evaluation of the facts thus far the crucial factor in the entire picture which 
is "milking the couhtry dry" was the decision to move the capitol to Riyadh. 
He told us the gross amounts for Riyadh construction and installations were 


_— . "staggering" and_ 
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"staggering" and that no end was in sighte He said the Government has already 
gone so far in its commitments for “iyadh development that it is impossible to 
withdraw, while continuation of the program will keep the Government more or less 
insolvent for an indefinite period in the future. He facetiously noted that he 
had heard Homer Mueller was looking for office space for an Aramco office in 
- Riyadh and wouldn't the Company be interested in buying one of the smaller 
Government buildings for around $20 million. 


9) In reviewing the $13 million tax assignment against April production 
both Sa'tad and Anwar Ali requested that we use our influence with Chase and Guaranty 
to reduce the interest rate if possible in view of the softer money market 
conditions in New York. Also, Ali asked us when the 513 million would mature 
and what amounts should be given to each bank. At this point I ttook the occasion 
to comment on a matter which has been of considerable concern to us in recent 
weeks, namely that Aramco seems to be drifting into a position of acting as a 
ministerial agency for the Government. This has been noticeable through recent 
requests upon us from both Sa'ad and Ali for statements -concerning the Saudi 
Govermment's foreign debts and other material which Aramco does not officially 
maintaine Also, questions concerning interest rates, the selection of banks 
for Government accounts, etce, and the government business allocated to any 
particular bank, are strictly matters of interest to the Saudi Government 

and although’ the Company is always willing to cooperate and assist in every way 
possible, I stated that we cannot assume responsibility for these decisions. 
Ali said he agreed entirely with these comments and appreciated our position 
and was glad we had mentioned the matter. However, in view of the present 
situation he asked that we take a flexible position and assist the Government 
unofficially in any way we cane For example, on the interest rate problem he 
said SAMA does not even know the interest rates negotiated on previous assignments 
as this business had always been ole in the past by the Ministry of Finance. 
Also, on splitting the assignment 50/50 with the Chase and Guaranty and setting 
the repayments for Seavyentbare/Dacmatee 2958 he simply wished to follow the 
precedent of the last assignment until he has had additional time to familiarize 
himself with the situation. He mentioned in this respect that on the next 
assignment against May production he might prefer to put the amount as far 
ahead as possible into 1959 (July or August) and also would like to have the 
full amount mature in one month instead of splitting it into two months. I 
told him that this was the Government's decision but that in putting the entire 
amount into one month, there might be a real dangér of over-assignment if the 
dollar portion of the tax installment on an annual basis turns out to be less 
than $13 million. At this point we reviewed once again the accrual figures for 
January through April production to illustrate how the $5 million "cushion" 
against dollar tax assignments has now been reduced to $2.8 million after the 
current assignment as a result of the decrease in April production. Ali said 
he thoroughly recognizes the dangers in drawing down funds so close to the 

gross earnings but that they have no other choice at the present time. 


10) We introduced | 
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10) We introduced the riyal open market rate problem with Anwar Ali. He 
told us that Mr. Brougham had mentioned this subject to him a few days ago in 
Jiddah and that he was anxious to discuss it with us chiefly to get a better 
understanding of the situation. We then had a detailed review of the background 
from 1950 to the present concerning local currency transactions between Aramco 
and SAMA. At the same time, we described our present policies concerning 
sterling and riyal transactions with the business community in Arabia. We re- 
viewed the meaning and significance of the 1950 agreement and how the Company 
has been penalized during the past 18 months since the riyal has weakened. 
Throughout all of this Mr. Ali gave the impression of being receptive to our 
viewpoint. He asked,a number of intelligent questions, particularly concerning 
Aramco riyal receipts for product sales and transactions with the-Government. 

He also went out of his way to tell us he was most interested in our practices 
concerning business with local merchants and. contractors. He said he agreed 
it is entirely appropriate to finance the foreign exchange component of our » 
requirements but that he would be most reluctant to see the Company indiscriminately . 
peying sterling or other exchange to Saudies to cover indigenous expenses or to 
make exchange contracts with banks to cover additional imports unrelated to the 
Aramco enterprise. He observed very quickly that activities of this type by 
the Company would simply have the result of permitting Aramco to generate its 

riyal requirements outside of SAMA with a consequent net loss of foreign exchange 
to SAMA. Also, it would put the Company instead of SAMA or the import committees 
in the position of deciding what imports would come into the country at official 
exchange ratese He said he regarded this function as basically a Government 
prerogative and did not want to see the Company undertake exchange transactions 
to finance any imports which were not directly related to our own requirements 
and where the alternative would be for the Company to import the material or 
service itself with its own foreign exchange. The principal purpose of this 
discussion was to introduce the problem for Mr. Ali's preliminary thinking. 
He said he would like to discuss it further with us after he has had an 
opportunity to review some of the documents we have mentionede 

ad 

We took our leave from Anwar Ali and Abed Shaikh about 6:5 in the evening 
with the understanding we would return in a few days with drafts for the $13 
million assignment, with the latest statistics reflecting the current position 
including the May assignment, an exchange contract formalizing the ); million 
riyal/sterling transaction and copies of the Hawkey letters, Mr. Brougham's 
October letter to Surur, and other pertinent correspondence relating to the 
Company riyal position. 


Je O. CUMBERLAND 
Treasurer's Department 
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TO THE DEPARTMENT OF STATE, WASHINGTON. 
REF >: CARP section DV, Item V-A-2 a 


JKC 
ee in £2 















Ge +3 






SUBJECT: Paper Riyal Scarcity Noted in “astern Frovince S E : 
as a n 
Js viewed, from tle “astern Province, the Saudi /rabian iionetary Azency (321A), | 
“appears to be seeking to 'pull in' paer riyals (pilgrim notes). Several of the 


‘Aramco Sinancial people have also been told thet SAMA is deliberately tightening the 
\eivgulation of pilcrim notes .beyond what would be expected at this time of ;ear 
ee the effects or: the pilgrim influx are often felt in tne orm of a greater need 
for circulatin> currency, 5A is said locally to hope that an artificially in- 
f +} 


‘duced scarcity of money srounld have ‘a beneficial effect on the exchanze value of the 
Saudi riyal. 


Also, the local banks are accumulating paper riyals in view of the widely 
heard local rumor that 5ic% expects to. release more foreisn exchange in the near 
future than it ..as in the recent past. 


The sinmltaneous actions of the monetary euthorities a oe banks have led to 
a still slivht°but noticeable and increasing scarcity of papdr money in the astern 
Province. 


Tiiis shortase of riyal notes nas not had much effect on the local price of 
riyals since the merchants as 2 croup remain desperately short of foreicn exchange 
and are actively seekins dollars or sterling at every opportunity. However, the 
riyal has been relatively stable of late and if the present monetary efforts of 
the central authorities take increased effect, the scarcity of pilgrim notes might 
exert some leveraze on the value of riyals. 

Ld 


TE RO 


fraico is cooperating with its contractors by supplying limited quantities of 
dollars asainst those contracts which impose a foreign purchasing obligation on the 
contractor. The oil company is very pleased that pressure upon them for such 
foreign exchange is much less insistent than was anticipated in the initial phases 
of the current period of SAG Zinancial stringency. ‘hile Aramco has avoifed 
massive commitments of its available dollars (largely by pleading that itzo 
have too many dollars at hand), it is certainly true that Aramco's assistesice= 
contractors, added to the small foreign exchange releases of 5AG and the ‘BSu: 
versions made by Aramco dollar payroll employees, have kept the lWastern "x 
econory <oin: for the past eight inonths, even if at a reduced rate. 


FOR THE CONSUL GENERAL: mG 
| ce: fmembassy, JIDDA C ae Warsten D. Muller 


American Vice Consul 
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ACTION 


is assigned to 


HARRY X BOOSEL 


2635 BALMORAL AVENUE 
CHICAGO 25, ILL. 
Hon. Secretary of State lst June 1958 


State Devartment 
Washington , 25 DC 


Dear sir: 

I am seeking information for a numismatic, Article that 
will be published soon in the Numismatist, periodical of the 
American Numismatic Association. 

The information I seek is on the Saudi Arabian gold discs, 
rubbings of which appear below. These coins, or discs, were 
minted at» the U S Philaddphia mint in 1945 and 1947. 


Y 
there are many stories on their origina and reason therefore 0) 


but facts are missing. Rumors are startinse agabn now that more ng 

of the larger discs are apnvearinr on the mimismatic market. rd 
e 

I wrote to the Treasury Dent, and thev suegested writing to = 

you because anv foreign money minted in the U S must be arranged Gl 

through the Secretary of State. ~ 

U; 

Any information at all will be appreciated. I hope you can ! 

help me so’ that the numismatic vublic can be ‘er the truth for a 

all time to stand. 01 

Mm 

© 





‘Central States Numismatid Societv(Pre§ ) 
Chicago Coin Club {Past Aseria 
American Numismatic Ass'n (Life membe 
“American Numi@matic Society 
and St others. \ 
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HARRY X BOOSEL 
2635 Balmoral Ave 
CHICAGO 25 ILLINOIS 


Secretary of State 


State Dept Building 
Washington 25 


D C 
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REMARKS OR ADDITIONAL ROUTING 
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Memorandum of Conversation 


DATE: CP ir tgdhe kal 13 


SUBJECT: ss jarrengy Le hogar 


SORy AUS) uiNty oh 
COBNNSH EC ISTL: PISUINIIT SY) 


PARTICIPANTS: My LAPVLT oe WUE, ae ton Peurnsertative, sities 


erviece 6 nv 
=. 2%. Ses l, thy lets TAs ee ets Guarles sa’tiv n, 
‘SD = 2 y WLI TG fen #uren fis - ©. Kenneio- sevilaena, 
- pavicd D, “evsem 


COPIES TO: (Pee) Trt tee) Pr. LO) BSD (1) TAD.(7) Me/e, ka i Ws . 
eer OT TAT CT conan”, ADE {Te = 


(0) peo 


Tyres) . ryt 7} hy =, -} - : (! 5 1 + . Ty a a = Keys 
| A al a oa reo senvwed ne preblem wide: 1 SLULELS CeOrvane 101 eur Benorny| 
meet, Wa 7 Cv C¢ Ofna € FaLe and & it SuTrrsic 21} “wile rovViner OL weal. 
= ~ 5 raya4 . ore eo ; " o 1 a - = é 2. ‘ - oes 
Y hee *SE MN WALSH 140) .0Veu Wiere wet eneral avrecuent that we NCW 


Presty wota tee Sultan vortd sot amply to the imreuLate provlem and that it micht 


8SO0c-11/E!1°V98 


Oiivicu}t to aeronstrate ainerimination arolnast tae commany cinee the Sultan 
bea Loe rachp te establish witterent oxcnanre rates within ‘iis area, I+ was 
vinta. ont torr. «caver tint many other cenponies in the aren oneratea under 


Vier Ln Paves Of Colcnané, 


ne einai Y Ollicers stressed tast the Jities service yomenny snowd 
mace every cifort on its own *.: resolve tue ure lem with the Sultan, ir nossible, 
on. the hams o. tneir existine concessicn, 


re evsem auvised taiat ir une cormeny so desired, the Levartient would be 
prenered to acvise the Vonsniete General in Diahran of the yre lem and to have 
the cons’? Generel make a siavey o: trie matter i.hen he .oes to Salalah to sion 
trad new treaty. 


r. .ecver promised to urce his comatty tc invesiirate tne matter more 
Lully ane to annroach the Sultan. Is saia ne vonld aavise ir. vewson if the 


cormmeanvy wishea sr. Se'rinn to tale any «cticn on the matter. 
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ACCESS RESTRICTED 


The item identified below has been withdrawn from this file: 


File Designation VA tL A. Jif Pc ers, 
eee 2)! re 
Date © 25 LJar S57 
From Tid da 
To Lod |'hy Ke | 

In the review of this file this item was removed because access to it is 
restricted. Restrictions on ne in the National Archives are stated 
in general and specific record group restriction statements which are % 
available for examination. The item identified above has been withdrawn 


because it contains: 


Security-Classified Information 


[| Otherwise Restricted Information + 
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